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A Message from 
Comptroller
William Donald Schaefer

Maryland enjoys an expanding economy — partially refl ected by 

the state’s rare long-standing AAA bond rating — that provides an 

exceptional quality of life. One of my main responsibilities is to keep a 

close eye on our economy. Statute dictates some of this oversight, but I 

use additional resources that inform and advise me and other state 

leaders on the direction of Maryland’s fi scal policy. Th is year, I added 

a new tool to the traditional list. 

A division of this agency, the Bureau of Revenue Estimates, predicts 

future revenues in preparation for future budgets. Th ese estimates are 

submitted annually to the Board of Revenue Estimates which I chair. 

Adjusted periodically as conditions warrant, the estimates are an 

important tool for managing state government and setting program-

matic priorities.

I am also a member of the Capital Debt Aff ordability Committee 

along with other state offi  cials. Together we recommend limits on the 

amount of new debt the state can incur which dictates the scope and 

scheduling of capital projects.

In addition to the statutory process for estimating revenues and 

limiting debt, I value regular reports from the Comptroller’s Business 

Advisory Panel which annually presents the latest results and trends 

in several of Maryland’s key industries: construction, biotechnology, 

fi nance and others. 

Th is year, I augmented my knowledge of our state’s fi scal outlook 

by talking with four independent economic and fi scal experts, each of 

whom closely follows Maryland’s economy and fi scal management. 

Our wide-ranging discussion, excerpts of which are published on the 

following pages, included both confi rmation and revelation. I hope 

you’ll enjoy reading the account as much as I did the conversation. 
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Anirban Basu Robert Kurtter John E. Petersen Mark Zandi

John E. Petersen is a 

professor of public policy 

and fi nance at Virginia’s 

George Mason University 

and the longtime fi nance 

columnist and writer for 

Governing magazine. He 

was president and division 

director of the Government 

Finance Group/ARD, 

a fi nancial research 

and advisory fi rm. Other 

professional associations 

included the Government 

Finance Offi  cers Associa-

tion, the Securities Industry 

Association and the Federal 

Reserve Board of Gover-

nors.  

Anirban Basu is the 

chairman and chief ex-

ecutive offi  cer and chief 

economist of Sage Policy 

Group, Inc., a Baltimore-

based fi rm of economists 

and analysts specializing in 

the Mid-Atlantic region. 

Among its clients are cor-

porations, non-profi t 

institutions and govern-

ment agencies including the 

Maryland Department of 

Economic Development. In 

2004, Basu founded Sage 

Policy Group after serving 

as director of the Research 

Economic Studies Institute 

at Towson University. He 

off ers regular commentary 

on WYPR, public radio 

from Baltimore.

Maryland is one of 10 

states currently retaining 

Moody's Economy.com, 

an independent provider 

of economic, fi nancial, 

county and industry 

research to meet planning 

and information needs 

worldwide for more 

than 500 clients. Chief 

economist Mark Zandi, 
working from the 

company’s West Chester, 

PA, offi  ces, is responsible 

for the fi rm’s forecasts, 

model development and 

consulting practice.

Moody’s Investors 

Services is among the fi rms 

supplying bond ratings to 

defi ne the credit worthi-

ness of Maryland’s general 

obligation bonds, sold 

periodically to pay for 

capital programs and 

projects. Th e State of 

Maryland has received 

a Aaa rating for more 

than 60 consecutive years.  

Robert Kurtter is senior 

vice president and team 

leader for state and high 

profi le ratings and has been 

with Moody’s since 1991. 

His previous experience 

includes fi nancial manage-

ment for Suff olk County, 

New York, and for the New 

York State Assembly.

A Conversation 
with Comptroller 
Schaefer
Th e experts talk about Maryland's economy
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Schaefer: What are the broad economic trends that 
will aff ect Maryland over the next two years?

Basu: I think the 

most prominent 

trend has already 

been aff ecting our 

economy: we are at 

war, and we continue 

to be in an environ-

ment in which we 

see elevated levels of 

homeland security 

and defense spend-

ing.  Th at will not 

change for the 

balance of this 

presidential adminis-

tration. 

Th at plays right into Maryland’s hands because that 

forms a disproportionately large aspect of our economic 

base. Reinforcing that is the most recent base realign-

ment and closing process where Maryland probably 

benefi ts more than any other state in terms of the 

number of jobs being added to the local economy.  

Th ese jobs - for instance 

at Fort Meade - will pay 

an average salary of 

$75,000 per year. Th at’s a 

needle mover.  When all 

is said and done between 

now and the year 2012, 

we’ll have 50 to 60,000 

more people living in 

central Maryland than we 

would have had but for 

the base realignment and 

closing process.  It 

reinforces our underlying 

strength in homeland 

security and defense, and 

we’ll continue to see red hot economic development 

activity coming to Anne Arundel, Prince George’s, 

Howard and Harford counties, in particular.  But there 

are benefi ts for other small county economies.

Th e second trend is the ongoing migration patterns 

of Marylanders.  As you know, home prices have been 

skyrocketing.  Th at will continue going forward 

probably for a few more months.  As a result, more and 

more Marylanders are having to chase housing further 

and further away from the urban core.  We are among 

the hottest markets in the country. Th e hottest among 

the hottest is Washington County, Maryland.  Th at’s 

because the Washington DC metropolitan area in any 

given 12-month period will add between 80 and 

85,000 jobs. Th ose people have to live somewhere. 

Some people might actually jump back into the middle 

of the urban core. I would not expect a 

collapse in home prices any time soon in 

Maryland, though we have the seventh 

greatest home price appreciation in the 

country.

Kurtter:  Th e positive trends are clear: 

the state’s economy is quite strong, defense 

spending is helping the state tremendously 

directly through military presence and indi-

rectly through defense contractors.  Spend-

ing for homeland security is strong.  Th at’s 

been a very positive thing for the state and 

has helped it through this down cycle.  

Further, I think the state’s expertise in the 

professional services area has helped secure contracts for 

homeland security spending, which, of course, is generat-

ing economic activity in the state, and perhaps most 

important, the presence of the National Institutes 

of Health andfederal spending for health care research 

and generally on health care. Th is takes advantage 

of the state’s quality higher educational system, educated 

work force and 

high wealth

base. Th e other

side of that coin 

is that defense 

spending - 

federal spending 

- has been a mixed 

blessing around 

the country, and 

it’s been a mixed 

blessing in 

Maryland as well. 

Changes in 

national priorities 

can change the 

fl ow of federal dollars, and with the size of the federal 

defi cit, there may be some contraction in federal 

spending.

Zandi:   I’m optimistic about Maryland.  I think it is 

poised to do well.  You’ve got the right mix of industries, 

actually catering to the growing number of older 

households.  Health care broadly defi ned; educational 

services; anything related to defense, housing, mortgage 

fi nance. Th ese are industries that have done very well in 

the last years.  Th is is why Maryland’s economy weath-

ered the last recession better than most parts of the 

country and why it is doing well now. Th ese are indus-

tries that require highly skilled and educated workers. 

When all is said and done between now 
and the year 2012, we’ll have 50-to-
60,000 more people living in central 
Maryland than we would have had but 
for the base realignment and closing 
process.

Basu
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Th e kinds of workers who will produce the goods and 

services that our nation needs will have an advantage 

in the future. Th e only thing that concerns me about 

Maryland is that it is a very high cost area.  Housing is 

very expensive, and in terms of cost of doing business, 

it is high relative to competing areas like Virginia for 

example. But broadly speaking, you are poised to do 

well and should ride a nice 

demographic wave in the future 

with the aging of the population 

driving the health care and 

educational services industries.

Petersen:   I think in the case 

of Maryland, clearly, it’s an

economy that is heavily oriented 

toward the service sector. You are 

now the third highest state in 

median household income. It’s a 

state that’s had a lot of forward 

momentum in the service sector 

– probably a lot of that spinning 

out of activities relating to 

federal contracting, certainly we 

see that in the Maryland suburbs 

here in the Washington area.  

We’re probably in for a slowdown, 

which is only normal. Maryland is 

in that area which is close to Washington DC that has 

seen some very large increases in residential property 

values in particular, and a lot of construction.  We’re 

one of the real estate hot spots nationally.  I know you 

remember - I do - back in the early nineties where we 

really had a terrifi c slowdown and actually a loss of value 

in high-end residential in particular.  So I think that’s 

something we’ve all got to be concerned about. Mary-

land needs to take some care on that, because uniquely, 

you still have a state property tax, and I see that as a 

strong point with regards to your general obligation 

bonds. I’m sure the rating agencies have told you the 

same. You’ve come out with “belts and suspenders” as 

regards to sources of payment, because you still have 

that residual ability to levy the property tax in support 

of those general obligation bonds.

Schaefer: Do you have any thoughts on the impact 
of energy prices?

Basu: Energy prices have been rising roughly since 

the middle of 2004.  I don’t think that this is going to 

change very much. Th e macro economic factors that 

have led to these circumstances are global.  China and 

India together are home to roughly 2.4 billion people, 

more than a third of the world’s population. Th e 

liberation of these economies from regulation and the 

privatization of these economies is probably the 

greatest antipoverty initiative in the world’s history.  

And there do not seem to be any signs of slowdown in 

those two macro economies.  Unlike the Americans, 

the Chinese and the Indians are not effi  cient users of 

energy. So when those economies grow, the demand 

for energy 

globally 

disproportion-

ately expands. 

Th is is not 

going to 

change, so we 

are set for a 

high energy 

price world 

for the 

foreseeable 

future.  Th e 

only thing 

that is going 

to break this is 

the develop-

ment of alter-

native energy. 

We Americans 

have dealt 

with rising prices at the pump largely by putting more 

expenditures on our credit cards.  Th at’s probably not a 

sound response and will 

catch up to us eventually.  

Th e other thing that 

we are going to see this 

winter is higher home 

heating bills. Many 

people are going to have 

much less disposable in-

come this winter than in 

typical winters. And the 

other major impact of 

this on the macro 

economy: higher interest 

rates. What has caused 

this to happen - the 

acceleration of the 

business cycle, our inevitable march toward the next 

recession - are two things:  higher energy prices 

and Hurricanes Katrina and Rita. Because both are 

translating into higher prices economy-wide, not just 

in energy prices, but in transportation prices, food 

prices, even health care prices.  As a result, the 

Federal Reserve is having to tighten monetary policy 

substantially and has been doing that.  Even before 

You are now the third highest state 
in median household income. It’s a 
state that’s had a lot of forward 
momentum in the service sector 
– probably a lot of that spinning 
out of activities relating to federal 
contracting, certainly we see that in 
the Maryland suburbs here in the 
Washington area.  

Petersen
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energy prices took off , the 

Federal Reserve was raising 

interest rates.

Zandi:   Th e run up in 

energy prices is a matter of 

some concern in the next 

six to 12 months. It acts as a 

tax.  If I have to put more of 

my money into my gasoline 

tank or to heat my home, I 

have less money to spend on 

everything else -- particularly 

if I’m a lower-end household, 

and I have no savings or other fi nancial resources.

Schaefer:  How have the hurricanes in Louisiana and 
other states aff ected our economy?

Kurtter:   Th e economy seems to be relatively 

unaff ected by that, although energy prices have risen 

around the country. I think everyone is fearful of this 

upcoming heating season and how that is going to 

be played out in terms of costs to individual homes as 

well as businesses and 

corporations.  I think 

the Fed is getting a 

little concerned that 

it may be generat-

ing some infl ationary 

pressures. So we’ve 

all been aff ected 

economically by 

Katrina although 

it does not seem 

to have dampened 

any economic growth that the nation is experiencing.  

Economies like Maryland’s seem to be doing quite well, 

despite the shocks of the hurricanes in the South this 

past fall.

Zandi:    It’ll aff ect you through higher energy 

prices. Prices have gone skyward because of the impact 

on energy production in the Gulf and refi ning capacity. 

Anyone who has little savings and is on a fi xed 

income is going to suff er signifi cantly, particularly 

people who have long commutes. Th is is going to be a 

problem through early next year, particularly if the 

winter is cold. It’s important that people start to 

believe that there is a problem, because if they don’t 

believe, there will be a problem.

Schaefer: Maryland, with a well educated and high-
income work force, is a relatively mature economy.  
How will our economy fare relative to the rest of the 
country in the near future?

Basu:  Maryland now has the 12th lowest unemploy-

ment in the country.  In the last 12 months for 

which we have data, jobs have expanded at 2.1%. 

It means that our state is out performing the nation 

for multiple reasons.

Kurtter:  Maryland is certainly doing very well. 

It did well relative to the nation during this past 

downturn for which was probably one of the most 

painful downturns for any of the states in the nation in 

more than a decade. While many states actually suff ered 

year-to-year job losses, Maryland’s job situation was fl at 

for a couple of years, but the state didn’t really experi-

ence job losses.  States that were heavily dependent on 

manufacturing suff ered pretty badly during this 

downturn.  Some are still struggling as the economy 

has recovered.  Maryland was very fortunate.  

Maryland is likely to outperform the nation in 

terms of job growth and economic performance.

Schaefer:  What are the 
long-term prospects for 
technology?  

Zandi:    I think they 

are good, because you 

have an educated work 

force and just as long as 

you continue to educate 

your population, you’re 

going to attract the 

businesses that produce high tech goods and services. 

It’s the institutions that are here.  You have a lot of 

health care institutions, you’ll be a health care center 

– pharmaceuticals, medical instrumentation, genetic 

research, things coming out of Johns Hopkins.  In eff ect, 

your biggest asset, I think, is Johns Hopkins, and that 

needs to be leveraged as best as possible.  

Schaefer:  Th ere’s been a great housing boom in 
Maryland. How long can we expect this to continue?

Kurtter:   It looks like the peak of housing prices has 

occurred and that, at least for the short term, prices will 

be either stabilizing, declining, or going up more slowly.  

Th at’s a good thing, because there was concern that 

there might be a housing bubble that could burst and 

In the last 12 months for which we 
have data, jobs have expanded at 2.1%. 
It means that our state is outperform-
ing the nation for multiple reasons.

Basu
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cause economic losses for people who purchased proper-

ties expensively and may have leveraged them to a great 

degree.  So far, the rise in interest rates has been gradual 

and somewhat planned by 

the Fed, and that seems to 

be taking some of the steam 

out of the housing markets, 

which is probably a good 

thing given how rapidly 

they have risen.  At this 

point, we don’t see, and we 

don’t envision any major 

bubbles bursting that 

would cause economic 

problems.  Hopefully, 

there will be a soft land-

ing and housing prices will 

stabilize for a period of 

time and let supply start to 

catch up with demand.  Th e 

housing market for vacation 

properties and rental prop-

erties continues to be strong.  

Th ere’s huge demand for 

that, especially anything that has waterfront proximity.  

As interest rates rise, it’s more likely that people will de-

cide not to purchase those or maybe they’ll have to sell 

some at a loss. Some of the hyperactivity in those mar-

kets seems to be slowing down, and that is a good thing 

because that would prevent a bubble from bursting.

Schaefer:  What about Baltimore?

Basu:  Th e fastest growing jurisdiction in terms of 

home price appreciation is the city you helped build, 

Baltimore City.  Two generational factors:  fi rst the 

baby boomers – the group born between 1946 and 

1964 – these are the rich people in our society.  Th ey 

control a trillion dollars of spending power each year.  

Th ey are growing out of their suburban homes, the 

kids are leaving the household now, and they are 

looking to change their life-style. Th at’s what’s driving 

much of the condominium activity in Baltimore 

City.  Enormous tax revenue implications obviously for 

the city but also for the state.  Th e other generational 

component is the children of the baby boomers born 

between 1980 and 2000.  Nationally there are over 80 

million of these people in the country, and Maryland’s 

baby boom echo generation is disproportionately large. 

Many people after they graduate come to Maryland to 

do their job search.  So we have a lot of young people 

in the economy, and those who grew up in the suburbs 

aren’t interested in that life-style anymore.  Th ey want 

to be in the city.  Disproportionately, they are going to 

fi nd aff ordable products in Baltimore City.  So you are 

going to see big things from Baltimore City.

Petersen:   I think it 

is the same thing we are 

seeing in a lot of areas.  

Th ey are kind of getting 

pushed out to some of 

the inner suburbs, the 

older suburban areas 

or are just going away. 

We see a fair amount 

of that in this region 

and people have to 

go someplace where 

they can live on Social 

Security and where the 

values are less. Often 

times, they’ll end up 

going into some of these

smaller cities because, 

as people get older, they 

need some public transit or taxis or something like that.  

It’s an issue. Th at’s been true in a lot of cities, but there’s 

some reverse fl ow going on in some cities. I think one 

of the things - I get to theorize a little bit here - you’ll 

see, particularly if the energy prices and transportation 

costs go up, is people coming back in to the downtown 

areas, that's because as folks get older they don’t want to 

have the hassle of having to hop in the car to buy some 

groceries.  Th e commutes can really be a grind. Living 

out on a half-acre, quarter-

acre lot once the kids grow 

up, that’s not so attractive. 

It isn’t going to happen 

in a year or two. It’s going 

to take a period of time, 

but I think that the 

demographics of the 

country are changing 

and maybe also the hous-

ing markets. It’s going to 

be a lot more expensive to 

live out in the boondocks 

for people who want to 

work in the city and want 

a city environment.  And if 

you do live out there in the 

hinterlands, you are going 

to be missing a lot, which becomes very appealing and 

attractive to people as they get older.

Many people after they graduate come 
to Maryland to do their job search.  
So we have a lot of young people in 
the economy, and those who grew up 
in the suburbs aren’t interested in that 
life-style anymore.  Th ey want to be 
in the city.  Disproportionately, they 
are going to fi nd aff ordable products 
in Baltimore City. 

Basu
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Schaefer:  As you know, government  employment 
and activity is disproportionately large in Maryland’s 
economy.  How do you see this playing out for us in the 
State of Maryland?

Kurtter:  Military spending has been a two-edged 

sword.  It’s helped Maryland survive the recent down-

turn.  It’s a huge boost to the state’s economy, and its 

presence is growing signifi cantly. On the other hand, 

contraction in military spending in the early nineties 

also contributed to the slowing of the state’s economy, 

so Maryland is highly subject to national changes in 

federal policy and international events. Th e spending in 

Iraq has somewhat diverted spending that could other-

wise be used to balance the federal budget or be spent 

on federal priorities or lowering taxes. I think the issue 

from a state fi nancial perspective is the possibility of 

changes in federal policy because of the sizable defi cit, 

with the government starting to ratchet down spending, 

whether domestic or military.  In the short term, I 

think Maryland is going to continue to be a benefi -

ciary of federal spending for homeland security, 

defense, defense contractors and for all of the military - 

related expenditures.  Th at pattern is pretty well 

established right now and is likely to continue and will 

enable the state to out perform the nation.  In the 

longer run, I think the state needs to be cognizant that 

federal defense dollars can be cut, that federal defense 

spending is not necessarily an ongoing growth program 

and that with pressures on the federal budget, at some 

point the 

federal 

government 

is going to 

have to 

look to 

defense 

spending 

to help to 

balance the 

budget.

Petersen:   

I think that 

Maryland 

on a per 

capita basis 

in terms of 

state and local employment compares very favorably 

with the other states, so you don’t have by defi nition a 

very large government sector, but federal employment 

is clearly an important part.  It makes up about seven or 

eight percent of your workforce, and 

that hasn’t been growing and probably won’t.  So, you 

know, it’s one of those interesting trade-off s: you’ve got 

a pretty good base of federal employment, well com-

pensated, but it probably can’t be considered a growth 

factor.

Th ose federal 

jobs are very 

desirable and very 

worthwhile, and 

Maryland is well 

located to benefi t 

by them.  But as 

regards to a longer 

term growth factor, 

well, maybe we’ll 

see, but I think 

we’ve all got to 

be worried about 

where the feds are 

going to come up 

with the money to 

pay those salaries. 

Schaefer:  Right 
now we are in a boom period of tax collection.  We’ve 
got a billion dollar surplus.  Is that realistic?

Basu:  I think the pace at which the surplus builds 

will slow. Maryland’s economy is somewhat protected 

from these broader national macro economic trends 

because of the role of homeland security and defense 

spending. So I don’t think that the 

economy in Maryland necessarily 

will slow as quickly as the national 

economy.  However, I would say 

that now’s the time to prepare for 

when the next economic downturn 

begins.  Going into the beginning 

of the next decade, this state should 

have a massive rainy day fund.  We in 

Maryland could be setting ourselves 

up for a period like the late 1980s 

and early 1990s.  You were governor. 

During that period a host of forces 

simultaneously aff ected the Maryland 

economy, starting with the S&L 

crisis in 1986.  Th e stock market 

crashed in 1987.  Overbuilt 

commercial real estate, consolidation 

within defense manufacturing, consolidation within 

fi nancial services: all of these things hit Maryland at 

once, and in a very short amount of time we lost almost 

1 in 20 jobs in our economy.  Tax collection suff ered as 

a result. What’s been holding this economy up has been 

homeland security and defense spending.  Imagine if 

 I think that Maryland on a per 
capita basis in terms of state and local 
employment compares very favor-
ably with the other states, so you don’t 
have by defi nition a very large gov-
ernment sector, but federal employ-
ment is clearly an important part. 

Petersen
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the next president gets into offi  ce in 2009 and says, “I 

want to balance this budget, and the fi rst thing that 

I’m going to do is trim back defense and homeland 

security.”  Who is most vulnerable to that?  Two states:  

Maryland and Virginia.  Th e way to prepare for this is 

to put money away while we are generating these 

surpluses so that we can prepare for the beginning of 

the next decade. 

Petersen:   I think the 

immediate concern is how we 

come out of the residential real 

estate bubble. With interest 

rates going up -- now they may 

not go up very fast --  that 

slows the whole economy down, 

so I am concerned about that. 

It’ll be tragic in certain individu-

al instances, but I think that 

we’ll just have to slide along 

and maybe lose some value in 

housing.  Th at’s going to be 

of fairly immediate importance 

to a lot of governments, but 

not the killer in terms of 

Maryland, because you’ve got that diversifi ed tax base. 

But, that’s one thing I’m worried about.

Another longer term issue is not just Maryland-

specifi c, but it’s the whole issue of losing big chunks 

of our economy.  I guess I’m going to say particularly 

in manufacturing, but we see it in the service sector, 

too, with off -shoring.  I’m not saying I’ve got an easy 

solution, but to say that this is all just being mindlessly 

driven by the markets is probably not going to be a 

good enough answer for people.  Th ey want some 

kind of assurance, protection, security, maybe not 

an air bag necessarily, but some way to divide up the 

benefi ts of that in an equitable fashion.  I’m worried 

about that.

Th e nature of Maryland's 

revenue structure is such that 

you get a nice bounce as the 

economy picks up, and clearly 

that’s what we’ve seen over the 

last couple of years.  And one 

thing I did want to point out, 

is that you have I believe what 

is almost a unique quality. You 

still have that state property tax.  

Th at, to an analyst, gives you a 

unique advantage which I think 

has been one of the factors in 

that "Triple AAA" rarefi ed 

atmosphere the State of Mary-

land fi nds itself in as regards to ratings.  You know, I 

think that the balanced revenue structure with the 

income tax and sales taxes and that property tax is a 

very nice feature of Maryland government.

Schaefer:  How about personal income?  We have a 
heavy reliance on personal income tax and our counties 
do also.  Does this present any particular benefi t or real 
concern to the state?

Kurtter:  
Maryland is a 

high wealth state, 

and the ability of 

the state and its 

localities to 

capture some of 

that wealth in its 

income tax struc-

ture is a huge 

benefi t to the 

state.  Th e risk is, 

as we have seen 

that in this past 

downturn, when 

the economy turned down, federal tax receipts turned 

down, and states’ tax receipts turned down. Th e greatest 

downturn occurred among high-income fi lers, because 

they derive a lot of their income from fi nancial institu-

tions, stock markets and investments. When the stock 

market went into its speculative run-up in the late 

nineties, peaking in 2001, and then that bubble burst, it 

brought down the incomes of a lot of high-income fi lers 

who are paying taxes in every state in the nation and to 

the federal government. So, the fact that Maryland is 

dependent on the personal income tax is a good thing 

when times are good, but it can be a diffi  cult thing when 

times are not good. 

Th e important thing is that the state, more 

than other states, has managed through these 

problems well by recognizing the volatility 

of this tax source and building reserves to 

buff er against its inherent volatility. Maryland 

has emerged from the depths of the recession, 

the economy is strong, revenue performance is 

good, the budget is balanced, although diffi  cult 

budgeting decisions still have had to be made.  

As we look forward, the state still faces 

some serious challenges.  Medicaid, as we 

said earlier, is one signifi cant challenge.  Health 

care costs for state employees as well as for 

poor people in the Medicaid program are 

clearly outstripping the underlying growth 

rate of the revenue system.  Moreover, the 

Th e important thing, I think, is that 
the state, more than other states, has 
managed through these problems well 
by recognizing the volatility of this 
tax source and building reserves to 
buff er against its inherent volatility.

Kurtter
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state has made an important commitment to 

increase funding for K-12 education, and that will 

require additional resources in future years. Lastly, the 

high cost of post-employment benefi ts for retirees is 

another area that is going to cause the 

state to make some 

diffi  cult decisions to 

balance the budget, 

notwithstanding the 

strong growth of the 

economy and the 

revenue system. 

Petersen:   Personal 

income tax - that’s going 

to be a pretty rough one 

to replace - as a Presi-

dential commission is 

learning the hard way. 

For its failings, it, 

nonetheless, is something 

that is pretty well rooted 

into our economic and fi scal system.  Maryland 

uses it, Virginia uses it, a lot of states use it.  I think only 

about seven or eight states don’t have a personal income 

tax, and you’re probably going to see some reforms in 

terms of state use of the tax, but I don’t think you are 

going to see it replaced by a fl at tax or value added tax 

even. However, that may come as the United States 

economy gets so open to the rest of the world, we 

may have to look at a value added tax, which as you 

know, is kind of a national sales tax that’s based on 

value added at each stage of production.

Schaefer:  What about sales tax?

Kurtter:   Sales tax is another important revenue 

source the state relies on.  Sales tax has performed 

well as the economy has performed well.  One of 

the things we’ve learned through this downturn is 

that Americans are remarkably resilient -- when 

times are good, when times are bad, they just keep 

spending. Th e sales tax captures that spending.  

Th e retail economy is two-thirds of the national 

economy.  Maryland being a high wealth state 

which survived the recession fairly well, outper-

forming the nation in terms of employment growth, has 

had good sales tax performance, and we would expect 

that to continue. I think the economy is strong.  Job 

performance is good.  Corporate profi ts are good which 

means that bonuses are likely to be strong.  Th e concern 

again is how much of a consumer’s dollar will get ab-

sorbed in paying additional fuel prices either for heating 

homes or for their cars.  Fuel prices seem to be coming 

down somewhat, so that’s a reason for optimism that 

income is going to be strong.  Maryland has had very 

good employment numbers, which should continue, 

carrying the economy into a prosperous 2006.

Schaefer:  But how about 
Maryland from a competitive 
standpoint?

Kurtter:   From where I 

sit as a credit rating analyst, 

Maryland has been a Aaa 

state and performed as a 

Aaa state through this 

downturn, acting in a fi scally 

prudent manner, and that 

prudence extends to both the 

executive and the legislative 

branches of government.  

Th e state’s economy has 

outperformed other states 

during this time, and that’s not to say that the state has 

not faced diffi  cult times and diffi  cult decisions. It has 

been the institutional factors that the state has estab-

lished and adhered to over the years that have helped 

carry the state through this very rough period and 

emerge strong enough to face some of 

those challenges we talked about earlier – funding 

rising health care costs 

and educational equity 

around the state.  Th e 

burden of meeting this 

fi scal responsibility falls 

on the executive, on the 

legislature and on the 

budget staff  that needs 

to implement and 

maintain balance 

through the year. All 

those diff erent parties 

have recognized the 

tradition of the state, 

understood the need 

for fi scal prudence and 

implemented impor-

tant spending controls 

in a way to keep the state prosperous and yet balance 

the books. I think the important thing is that the state 

has agreed on priorities and has adhered to those priori-

ties. So it is a balancing act the state has, throughout 

recent decades, managed very adroitly even through 

diffi  cult times.

Maryland being a high wealth 
state which survived the recession 
fairly well, outperforming the 
nation in terms of employment 
growth, has had good sales tax 
performance, and we would 
expect that to continue.

Kurtter
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Schaefer:  How are immigrants going to aff ect the 
economy of our state and our nation?

Zandi:    Well, you know it’s very hard on households 

that are lower income that don’t have skills and 

education because they are competing head on 

with immigrants, both legal and illegal.  So for those 

households, it makes life very diffi  cult, and there’s no 

reason to believe that’s going to let up signifi cantly. 

For the economy as a whole, the government is also 

hurt by large pools of illegal 

and other immigrant groups because of the cost in 

providing them health care and other kinds of 

government services. Generally those costs are 

greater than any revenue that’s generated. But 

from a broader economic prospective, immigration 

is key to the strength of our economy, because as 

our population ages, if we do not have immigration, 

our population growth would come to a standstill.  

And actually at some point, 10 to 20 years from now, 

it would go negative. Th at would make it 

very diffi  cult for our nation to support programs like 

Social Security and Medicare and Medicaid.  

We need the younger workers to provide the tax 

revenues necessary to support those programs.  

So, businesses will struggle if they are unable to fi nd 

labor. In the long run, from a broader economic 

perspective, immigration is vital. Th at’s not to say we 

shouldn’t change our immigration laws. We want to 

bring in workers who have those 

skills and education that will 

contribute quickly to our 

economic well being, and so we 

need to make changes in that 

regard.  

Schaefer:  How does Maryland 
stack up as far as manufacturing 
is concerned?

Zandi:    Manufacturing is 

much less important to your 

economy than the national 

average.  In terms of jobs, it’s 

about fi ve percent of the employ-

ment base here.  Nationally, it’s more than double 

that.  Th e kind of manufacturing you have is higher 

value added and perhaps higher skilled workers; a lot of 

it is defense-oriented. I don’t think there’s any reason 

to try incentives to keep manufacturing here, because 

it’s a losing battle.  You will lose easily to China and 

India and the rest of Asia. Th e economics are very 

compelling.  Call centers and manufacturing have all 

have shifted to China, India, and the rest of Asia. 

Th at’s why the only solution is education and raising 

the attainment of skill level of the population.  Because 

that’s the only way Maryland’s economy, or the nation’s 

economy, is going to compete.

Petersen:   Baltimore, of 

course, came out of a manu-

facturing tradition, and that’s 

just been a tough go.  I mean, 

everybody’s taking hits, and 

I’m referring to some of these 

General Motors plant clos-

ings and so forth. One of the 

things that seems to have 

happened in the economy in 

the last decade or so is that 

the economy itself is a lot 

more stable, it appears to be 

more stable, for instance, we 

don’t have inventory cycles.  

But for individuals and for 

fi rms and states, it’s more 

volatile. Th ere’s a lot of interaction underneath the 

fairly stable curves and that makes it hard to plan. 

Certainly manufacturing has been an area where with 

the off -shoring in particular, greater use of imports and 

so forth, it’s hard to put a happy face on its prospects.  

I’m sure there’s going to be certain types of high-end 

and very specialized manufacturing, but clearly a state 

can’t look at that as a 

bedrock in its economy 

anymore.

Kurtter:   Your 

share of manufacturing 

relative to the 

nation is about half, 

so you are not very 

manufacturing-depen-

dent.  Th e state has 

been losing manufac-

turing jobs for years 

and has been replacing 

them with high-wage, 

highly skilled, highly 

educated jobs.  Th at manufacturing had a smaller 

presence in Maryland really enabled you to bypass 

some of the serious economic and job loss pain that 

was experienced elsewhere in the country, and those 

trends are likely to continue in the near future.

Schaefer:  Our reputation is one of fi scal responsibil-
ity.  We have a fairly high standard of living.  
Should we be nervous about anything? 

Manufacturing is much less im-
portant to your economy than the 
national average.  In terms of 
jobs, it’s about fi ve percent of the 
employment base here.  Nation-
ally, it’s more than double that. 

Zandi
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Petersen:  Maryland already has a pretty balanced 

structure.  I think you’re as well positioned as anybody, 

and I guess the rating agencies agree with that. I write 

a column for Governing magazine, and Maryland got B 

ratings which is a little bit surprising because it is a 

"Triple AAA" state, but one of the complaints with 

Maryland was that you had enacted a strategic plan for 

performance budgeting and haven’t followed through. I 

think that was in 1997. Th e budget comes out on 

time, but transparency and public involvement and 

having the agencies perform analyses as regards to their 

effi  ciency and eff ectiveness evidently hasn’t 

gotten embedded in the budget process.

Another thing I notice - this is true 

throughout the nation - that public 

pension systems are beginning to get a 

little anxious about their investments and 

their ability to maintain those actuarial 

earnings assumptions. I notice that the 

state’s contributions in Maryland have 

been going up, and I imagine in part that’s 

because the normal costs have been going 

up, and you’re trying to maintain a reason-

able funding ratio.  I think Maryland, by 

the way, is in much better position than 

several other states because your funding 

is already pretty high. But, I think every-

body is a little nervous about some of 

those actuarial assumptions in terms of 7 ¼ 

to 8% earnings. I’m aware of the corridor 

plan which gives you a little bit more 

fl exibility in terms of achieving that 

funding ratio, but nonetheless it’s interesting that 

you’re not entirely meeting that normal requirement, 

and you’re going to take a little time in trying to 

achieve that balance, which may be prudent. But, that’s 

what I’d keep an eye on, because I think that’s a 

nationwide challenge – funding for pensions.  We just 

don’t know what is 

going to be happen-

ing to investment 

earnings out here in 

the next few years.

Schaefer:  To what 
do you attribute our 

Aaa bond rating?

Kurtter:   I’ve 

been the lead analyst for a number of years, and now I 

manage the team that does all the states, which includes 

Maryland, so I’ve been following the state for about 

10 years. We raised our rating to Aaa for the State of 

Maryland in 1940.  I think it’s fair to say Maryland is 

one of the very few continuously Aaa-rated states in 

our rating history. I think we attribute it to a number 

of things, some of which are institutional, some of 

which are governance.  I think some are the state’s 

procedures, the strong executive ability to present a 

budget, the legislature’s limited ability to make 

revenue adjustments, the state’s debt aff ordability 

statement, the control that the Board of Public 

Works has over borrowing, the state’s long tradition of 

conservative revenue forecasting and the willingness 

to make diffi  cult decisions when times are tough. It’s 

recognition on the part of the 

elected branches of government 

that a Aaa is important and that 

you need to be fi scally conser-

vative and prudent in order to 

maintain it.

Petersen:    I’m heavily 

infl uenced by the credit rating 

agencies and having done work 

myself in the market for many 

years. Maryland has done 

extremely well in ratings, and 

you certainly get a fair amount 

of credit for that.  I think, 

again, it’s the ability to have a 

diversifi ed tax base and what 

has been a pretty favorable 

overall economic condition.  

Maryland has been able to 

gracefully move from a manufacturing base which was 

substantial at one time into more and more professional 

services.  You’ve got some soft spots like Baltimore 

City, but in comparison with the rest of the nation 

and certainly the urbanized areas of the nation, you are 

holding a lot of cards.

Schaefer:  Is there any-
thing in Maryland that 
other Aaa states can learn 
and anything we can learn 
from them?

Kurtter:   Maryland has 

done a very good job of 

managing its debt.  If you 

go back a couple of decades, 

Maryland was one of our 

highest debt states.  You were ranking 4th or 5th in 

our debt medians, year in and year out, way up at the 

top.  With your Capital Debt Aff ordability Commit-

tees, the state has pared back its use of debt, been a little 

more cautious about what it funded with debt, and your 

 I think it’s fair to say Maryland is 
one of the very few continuously Aaa-
rated in our rating history.

Kurtter
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ratios have come down to where you are close to the 

middle of the pack of states in terms of debt.  I think 

an important lesson to all states is that debt manage-

ment is important.  Another thing the state has done 

is conservative revenue forecasting, as we talked about 

earlier. Th at, I think, has saved the state a lot of trouble 

by not infl ating its expectations and having to deal with 

downside disappointments. Th e state’s pensions have 

been largely fully funded, and you haven’t taken pension 

holidays that have caused huge unfunded liabilities. Th e 

system is just a little under funded now as a result of 

declines in the stock market, but you are in pretty good 

shape with regard to funding liability. 

With regard to things that Maryland might learn 

from other states, I think other post-employment 

benefi ts is an area that you are going to look to see how 

other states are handling: where 

did this huge liability come from? 

How are you going to aff ord it? 

How are you going to fi t that 

into your budget? Th is is a major 

issue that you are going to have 

to confront in the next few years. 

Overall, I think Maryland is 

very well positioned.  It survived 

one of the most severe problem 

periods that states have gone 

through in decades and survived 

it well. You made diffi  cult 

decisions but performed as a Aaa 

state.  Going forward, I think 

the economy and the revenue 

structure are strong.  Th ere’s a 

lot of positive things to point to, 

but like any large complex entity, 

the state is not without its challenges and not with-

out problems that it’s going to continue to face.  Th at 

means that some of the revenue growth that the state is 

experiencing will have to be used to aff ord some of the 

commitments it has made to funding schools and retir-

ees’ benefi ts.  Again, I think it is a matter of establishing 

priorities and following them and the state has a long 

track record of doing that well.

Petersen:   I think there’s not a whole lot to learn.  

One thing I might fi nger is the whole strategic plan 

and budgeting process.  You and I have been around 

for a long time, so we know these plans sometimes are a 

little fi lmy and frothy, but I think to be able to project 

fi ve or six years and then to tie that into your budgeting 

system is a good idea.  Not to cast any invidious 

comparisons, but Virginia got a heck of a lot of 

mileage out of those high management ratings they 

got in Governing, and a lot of it had to do with their 

planning.  Th at’s one thing I would suggest.  

Th at "Triple AAA" is as close as we can come in our 

system to an objective measurement as to how well the 

government is performing and how good its prospects 

are, because that’s what those general obligation bonds 

depend on, and that’s what the rating is all about. It 

can be a tough fi ght sometimes, because there are those 

people who say, “Oh well, let it go,” and I think they 

are wrong.

Schaefer:  Th ere are 
diff erences in Mary-
land’s fi scal practices.  
Diff erences between 
our state and other 
states.  We’ve got a 
AAA bond rating.  
Anything we should  
watch out for as far as 
that rating is 
concerned? 

Petersen:    I’m 

not a doom and 

gloom guy. I think 

what’s going to 

happen is you’re going 

to continue to have 

economic cycles.  It 

looks like they are going to be fairly moderated, you’ve 

got to be aware of that.  Clearly, the best thing is when 

you have a political structure that’s able to address a 

temporary defi cit and do something about it.  Th at’s 

extremely important for your bond ratings and to the 

investment community and to everybody.  I think the 

top problem is this longer term prognosis of what are 

going to be the costs, like these health care costs.  

Technology is not our friend in many respects when 

it comes to health care, and that’s not only in terms 

of state employees but also in terms of the costs to 

the citizens. So that’s what I’m kind of worried about 

as a big picture item.

Th at "Triple AAA" is as close as we 
can come in our system to an objec-
tive measurement as to how well 
the government is performing and 
how good its prospects are, because 
that’s what those general obligation 
bonds depend on, and that’s what 
the rating is all about. 

Petersen
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Honorable Members of the General December 5, 2005
Assembly and the Governor,

State of Maryland

The Comprehensive Annual Financial Report (CAFR) of the State of Maryland (State), for the fiscal year
ended June 30, 2005, submitted herewith, includes financial statements of the State as well as information
required by Title 2, Section 102 of the State Finance and Procurement Article of the Annotated Code of Maryland.
Responsibility for both the accuracy of the presented data and the completeness and fairness of the presentation,
including all disclosures, rests with the Office of the Comptroller.

The statutes of the State require an audit of every unit of the Executive and Judicial branches of gov-
ernment, including the Comptroller of Maryland’s records, by the Legislative Auditor at least every three years.
The Legislative Auditor is required to be and is a certified public accountant.  The Legislative Auditor makes fis-
cal, compliance and performance audits of the various agencies and departments of the State and issues a sepa-
rate report covering each of those audits. The primary purpose of the reports is to present the Legislative
Auditor’s findings relative to the fiscal management of those agencies and departments.

Additionally, my office requires an audit of the State’s basic financial statements by a firm of independ-
ent public accountants selected by an audit selection committee composed of members from the Executive and
Legislative branches of State government.  This requirement has been complied with, and the opinion of
Abrams, Foster, Nole & Williams, P.A., has been included in the financial section of this report.  In addition,
Abrams, Foster, Nole & Williams, P.A. performed an audit to meet the requirements of the Office of Management
and Budget (OMB) Circular A-133, “Audits of States, Local Governments and Non-Profit Organizations,” and
such information is contained in another reporting package.

The State has issued guidelines to its agencies for establishing effective internal controls.  As a recipient
of Federal assistance, the State is responsible for ensuring compliance with laws and regulations related to such
assistance. This compliance is accomplished through the internal control guidelines. 

The accompanying financial statements include all funds of the State (primary government), as well as
all component units.  Component units are legally separate entities for which the primary government is finan-
cially accountable.  The various colleges and universities and the Maryland Stadium Authority are reported as
major discretely presented component units.  The Maryland Industrial Development Financing Authority, the
Maryland Food Center Authority, the Maryland Environmental Service and the Maryland Prepaid College Trust
are combined and presented as non-major component units.

Accounting principles generally accepted in the United States of America (GAAP) require that manage-
ment provide a narrative introduction, overview and analysis to accompany the basic financial statements in the
form of Management’s Discussion and Analysis (MD&A).  This letter of transmittal is designed to complement
the MD&A and should be read in conjunction with it.  The MD&A can be found immediately following the
report of the independent public accountants.

William Donald Schaefer
Comptroller

John D. Kenney
Director

General Accounting Division



4

BACKGROUND INFORMATION ON THE STATE:
Maryland ratified the United States Constitution on April 28, 1788.  Its capital is Annapolis, where the

principal activities of state government are centered.  The State’s 2004 population was 5.6 million, and Maryland
ranks 19th in population and 42nd among the states in land area with 9,774 square miles.  The largest city is
Baltimore with a 2004 population of 636,000 (2.6 million for the primary metropolitan statistical area).  Its
employment is based largely in services, trade and government.  These sectors, along with finance, insurance
and real estate are the largest contributors to the gross state product.  The State has a bicameral legislature, the
General Assembly, composed of the Senate with 47 members and the House of Delegates with 141 members.
The General Assembly meets annually for a 90-day session beginning on the second Wednesday in January.

The Maryland Constitution requires the Governor to submit to the General Assembly a balanced budg-
et for the following year.  The General Assembly cannot increase the budget except in certain organizational
units.  The budget currently uses a legally mandated budgetary fund structure.  Each state agency is provided
appropriations at a program level, which is the level at which expenditures cannot legally exceed the appropri-
ations.  The State also utilizes an encumbrance system to serve as a tool for managing available appropriations.
Maryland maintains its accounts to conform with the legally mandated budget and also to comply with gener-
ally accepted accounting principles.  Financial control is generally exercised under the budgetary system.

There is a Spending Affordability Committee in Maryland which consists of certain designated officers
of the General Assembly and other members as may be appointed by the President of the Senate and the Speaker
of the House of Delegates.  Each year the Committee must submit a report to the General Assembly's Legislative
Policy Committee and to the Governor recommending the level of State spending, the level of new debt author-
ization, the level of State personnel, and the use of any anticipated surplus funds.

Also, the General Assembly created a Capital Debt Affordability Committee, the members of which are
the Treasurer, the Comptroller, the Secretary of Budget and Management, the Secretary of Transportation, and
one person appointed by the Governor.  This Committee is required to submit to the Governor by September 10
of each year an estimate of the maximum amount of new general obligation debt that prudently may be author-
ized.  The Committee’s recent reports encompass all tax supported debt, including in addition to general obli-
gation debt, bonds issued by the Department of Transportation, bonds issued by the Maryland Stadium
Authority and capital lease transactions.  Although the Committee’s responsibilities are advisory only, the
Governor is required to give due consideration to the Committee’s finding in preparing a preliminary allocation
of new general obligation debt authorizations for the next ensuing fiscal year.

INFORMATION ON THE STATE’S ECONOMIC CONDITION:
Maryland’s economy continued its strong performance in 2004 and through the first three-quarters of

2005.  Almost 27,000 jobs were created in 2004, as employment growth was 1.1%.  For the first three quarters of
this year almost 50,000 jobs have been created with a robust 1.9% employment growth, stronger than the nation-
al average of 1.7%.  Wage and salary income increased 6.5% in the first half of 2005, also an acceleration from the
year's before 5.7% growth.  A booming housing market, Federal spending on defense, homeland security, and
health, very strong corporate profitability and a growing tourism trade have helped drive Maryland’s economy.
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The following chart shows the State’s personal income growth over the previous ten years compared with the
national average.

Source: U.S Department of Commerce, Bureau of Economic Analysis

Construction, professional and business services and leisure and hospitality services were the fastest
growing industries in Maryland in 2004.  The construction industry grew by 4.7%, boosted by continuing low
interest rates.  The near-term outlook is relatively strong as mortgage rates have only recently started to climb,
public sector spending has recovered after several weak years, and with very strong corporate profits, business
expansion will continue.  The professional and business services industry, Maryland’s third-largest, grew by
2.8% in 2004.  As with the construction sector, recent business profitability helps to support the growth of this
industry, as does the vast amounts of Federal spending in Maryland on contracts of all descriptions.  Through
the first nine months of 2005, this industry has contributed almost one-third of all new jobs in the State despite
representing under 15% of total employment.  The leisure and hospitality industry also grew by 2.8% in 2004,
spurred in part by an increase in tourism in the State.  The number of domestic visitors increased by 4.8% to
more than 21 million, outpacing national growth of 2.1%.  To date in 2005, this industry has grown 5.7%, almost
twice as fast as the next best industry.

The manufacturing and information industries were two of the State’s laggards in 2004.  For six of the
last eight years, manufacturing was the worst-performing industry in the State.  In the other two years, it was
second-worst.  Although the industry posted its best performance in four years in 2004, it still declined by 2.9%,
in part due to the long-anticipated closure of General Motors’ Broening Highway plant.  The information indus-
try has been on a roller coaster ride of late, reaching higher highs and lower lows in the last five years than any
other industry in Maryland.  At the end of the technology boom in 2000, job growth reached 7.9%, the best
growth of any major industry since 1990.  And just two years later the sector cratered as a result of massive over-
investment in telecommunications during the prior several years and the wind-down from Y2K, falling by 8.9%,
the second-worst performance of any industry since 1990.  The sector is recovering, shrinking by only 1.0% in
2004.  While the prospects for this industry are positive, manufacturing seems likely to continue declining.

Current risks to Maryland’s economy include the national economic impact of hurricane Katrina, rising
energy prices and interest rates, and the Base Realignment and Closure process.  Shortly after hurricane Katrina
struck, many economists estimated that national economic growth would slow by about one percentage point
in the last half of 2005, and increase by about the same amount in the first half of 2006.  The majority of the
impact would obviously be in Louisiana and Mississippi, but the slowdown was expected to affect most of the
country.  After more consideration, the consensus now seems to be that the impact on the national economy will
be about half of that previously estimated, and, with one exception, the impact will essentially be concentrated
in the states which were directly affected by the storm.
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The one exception–a significant one–is energy prices.  While gasoline prices are now below the levels
they spiked to for several weeks immediately following Katrina in most if not all of the country and oil prices
have receded to around $60 a barrel from a peak of $70.85, gasoline and oil prices are still very high relative to
not long ago.  The situation with natural gas is much more dire; Katrina had a larger effect on gas production
than oil production in the Gulf.  Inventories of gas are very low as a result; a cold winter could result in short-
ages.  Prices of both natural gas and heating oil will be much higher this winter than last.  A further sharp rise
in energy prices, aside from the effect on overall inflation as it flows through the economy, could be enough to
tip the country into recession and slow Maryland’s growth precipitously, if not bring it to a halt.

Rising interest rates could bring a dramatic slowing to the housing market, which has been a significant
impetus to the State’s economy.  The Federal Reserve has raised interest rates 25 basis points for twelve consec-
utive meetings.  Not until recently have the increases in the Federal funds rate affected long-term interest rates.
Fixed-rate 30 year mortgages are currently hovering around 6%, roughly where they have stood since the end
of 2002.  The regulatory steps the Fed is taking to restrict the expansion of new types of mortgages which can be
risky for many borrowers may perhaps have more of an impact.  Given Maryland’s relative lack of developable
land and the stability the Federal presence currently lends to the State’s economy, Maryland’s housing market
is probably at less risk than most others that have grown similarly over the past several years.

Finally, the largest positive risk in the outlook is the Base Realignment and Closure process.  President
Bush signed the commission’s report on September 15; Congress has 45 legislative days to disapprove the report
or it has the force and effect of law.  As adjusted by the BRAC Commission, Maryland will gain a net of about
6,000 jobs.  The bulk of the new jobs will be at Ft. Meade (5,300) and Aberdeen Proving Grounds (2,200).
Estimates of the new jobs created indirectly through this process range from 5,000 to 14,000; longer-term, the
number of direct, indirect and induced jobs could reach as high as 60,000.  Many industries will be affected from
central Maryland through Harford County, and the boost to the State’s economy will be substantial.  The process
won’t be complete for a number of years, although the first impacts will begin to be seen in 2007. 
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Barring a very cold winter and spiking energy prices, Maryland’s economy will continue steady growth
over the next 18 months.  Services, especially professional and leisure services, local government, and retail trade
will contribute to a healthy economy.  Manufacturing’s decline seems likely to slow, and Federal and State
employment is likely to stagnate over this period.  Employment growth will be stable at about 2.0% in 2005 and
2006 before slowing to 1.2% in 2007 as interest rate increases take hold, the housing market slows, and the cur-
rent national expansion nears its end.  Maryland wage and salary growth will slow slightly from a healthy 6.7%
in 2005 to 6.3% in 2006, and decelerate further to 5.6% in 2007.  

MAJOR BUDGETARY INITIATIVES:
The budget for fiscal year 2006 includes increases in public school education, kindergarten through

grade 12 and in the Medicaid budget.  Legislation was passed last year to assist the Chesapeake Bay Restoration
Fund and, accordingly, $36 million has been provided to upgrade Maryland's most needy wastewater treatment
plants.  Over the next six years, the fund will provide nearly $1 billion to improve these plants. Maryland’s cap-
ital budget includes funding for transportation improvements and to build state and local correctional facilities,
as well as for capital programs that provide grants and loans to local governments and the private and non-prof-
it sectors.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the State of Maryland for its Comprehensive
Annual Financial Report for the fiscal year ended June 30, 2004.  The Certificate of Achievement is a prestigious
national award recognizing conformance with the highest standards for preparation of state and local govern-
ment financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable
and efficiently organized comprehensive annual financial report.  This report must satisfy both generally accept-
ed accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only.  The State of Maryland has received
a Certificate of Achievement for the last 24 consecutive years (fiscal years ended 1980-2004).  We believe that our
current comprehensive annual financial report continues to conform to the Certificate of Achievement Program
requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of the Comprehensive Annual Financial Report on a timely basis could not have been
accomplished without the efforts and dedication of the staff of the General Accounting Division with assistance
from other personnel from the various departments and agencies of the State.

I will be pleased to furnish additional information on the State’s finances upon request.

Sincerely,

William Donald Schaefer,
Comptroller of Maryland
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STATE OF MARYLAND

Management’s Discussion and Analysis

The management of the State of Maryland (State) provides this narrative overview and analysis of the financial activities
of the State for the fiscal year ended June 30, 2005.  Please read it in conjunction with the Comptroller’s letter of transmittal,
which can be found in the Introductory Section of this report and the State’s financial statements which follow this section.

Financial Highlights

Government–wide

• Maryland reported net assets of $16.9 billion and $15.1 billion in fiscal years 2005 and 2004, respectively.

• Of this amount in fiscal year 2005, a balance of $155 million was reported as total unrestricted net assets, which
includes a $1.3 billion deficit balance in governmental activities and $1.5 billion positive balance in business-type
activities.

• The State’s total net assets increased by $1.8 billion as a result of this year’s operations.  The net assets for govern-
mental activities increased by $1.4 billion (12.8%).  Net assets of business-type activities increased by $412 million
(10.1%).  The restatement of beginning net assets as a result of the change in accounting principle regarding the valu-
ation of investments held to fund the Lottery’s annuity prizes payable from the present value method to the fair value
method was $32.9 million.  

• The State’s governmental activities had total expenses of $21.2 billion, total revenues of $22.2 billion and net transfers
from business-type activities of $421 million for a net increase in net assets of $1.4 billion.

• Business-type activities had total expenditures of $2.0 billion, total revenues of $2.8 billion, and transfers out of $421
million for a net increase in net assets of $379 million.

• Total State revenues were $25 billion, while total costs for all programs were $23.2 billion.

Fund Level

• Governmental funds reported a combined fund balance of $3.2 billion, an increase of $1.3 billion (65%) from the prior
year.

• The General Fund reported an unreserved, undesignated fund balance of $308 million and an unreserved, designat-
ed fund balance of $777 million compared to an unreserved designated fund balance of $127 million last year, an
increase of $957 million.  The total unreserved fund balance in the governmental funds was $1.1 billion, compared to
the unreserved fund balance deficit of $25 million in the prior year.

• Governmental funds reported a total reserved fund balance of $2.1 billion, an increase of $151 million over the prior
year. Of this amount, $540 million was in the “State Reserve Fund” and available for future needs, an increase of $27
million over the prior year.

Long-term Debt

• Total bonds and obligations under long-term leases as of June 30, 2005 were $9.2 billion, a net increase of $277 million
(3.1%) over the prior year.

• $1.6 billion of General Obligation Bonds were issued during the year, of which $856 million were used to refund
bonds.  The Department of Transportation did not issue bonds during the year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the State of Maryland’s basic financial statements.
The State’s basic financial statements comprise three components: 1) government-wide financial statements, 2) fund finan-
cial statements, and 3) notes to the financial statements.  This report also contains additional required supplementary infor-
mation and other supplementary information in addition to the basic financial statements.

Government-wide Financial Statements (Reporting the State as a Whole)

The government-wide financial statements provide a broad overview of the State’s operations in a manner similar to a pri-
vate-sector business.  The statements provide both short-term and long-term information about the State’s financial position,
which assists readers in assessing the State’s economic condition at the end of the fiscal year.  The statements include all fis-
cal year revenues earned and expenses incurred, regardless of whether cash has been received or paid.  The government-
wide financial statements include the following two statements.

The Statement of Net Assets presents all of the State’s assets and liabilities, with the difference between the two reported as
“net assets”.  Over time, increases and decreases in the State’s net assets may serve as a useful indicator of whether the finan-
cial position of the State is improving or deteriorating. 
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The Statement of Activities presents information showing how the State’s net assets changed during the most recent fiscal
year.  All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows.  Thus, revenues and expenses are reported in this statement for some items that will not
result in cash flows until future fiscal periods (such as uncollected taxes and earned but unused vacation leave).  This state-
ment also presents a comparison between direct expenses and program revenues for each function of the State.

The above financial statements distinguish between the following three types of activities:

Governmental Activities - The activities in this section are typically supported by taxes and intergovernmental revenues,
i.e., Federal grants.  Most services normally associated with State government fall into this category, including the
Legislature, Judiciary, and the general operations of the Executive Department.

Business-Type Activities – These functions normally are intended to recover all or a significant portion of their costs
through user fees and charges to external users of goods and services.  These business-type activities of the State include
insurance and loan programs for economic development, the Unemployment Insurance Program, the Lottery, the
Transportation Authority and State Use Industries.

Discretely Presented Component Units – The government-wide statements include operations for which the State has finan-
cial accountability, but are legally separate entities.  Financial information for these component units is reported separately
from the financial information presented for the primary government.  The component unit activities include Higher
Education, the Maryland Stadium Authority and other non-major proprietary activities.  All of these entities operate simi-
larly to private sector business and to the business-type activities described above.  The component unit Higher Education
consists of the University System of Maryland, Morgan State University, St. Mary’s College and Baltimore City Community
College and certain affiliated foundations.  The non-major component units include the Maryland Food Center Authority,
Maryland Environmental Service, Maryland Industrial Development Financing Authority, and the College Savings Plans of
Maryland.

Complete financial statements of the individual component units can be obtained from the Comptroller of Maryland,
LLG Treasury Building, Annapolis, Maryland 21404.

This report includes two schedules (pages 27 and 29) that reconcile the amounts reported on the governmental fund finan-
cial statements (modified accrual accounting) with governmental activities (accrual accounting) on the appropriate govern-
ment-wide statements.  The following summarizes the impact of transitioning from modified accrual to accrual accounting:

• Capital assets used in governmental activities are not reported on governmental fund  statements.

• Certain tax revenues that are earned and other assets that are not available to pay for current period expenditures  are
deferred in governmental fund statements, but are recognized on the government- wide statements.

• Deferred bond issuance costs are capitalized and amortized on the government-wide statements, but reported as
expenditures in governmental funds.

• Unless currently due and payable, long-term liabilities, such as capital lease obligations, compensated absences, liti-
gation, bonds and notes payable, and others only appear as liabilities in the government-wide statements.

• Capital outlays result in capital assets on the government-wide statements, but are reported as expenditures on the
governmental fund statements.

• Bond and note proceeds result in liabilities on the government-wide statements, but are recorded as other financing
sources on the governmental fund statements.

• Certain other transactions represent either increases or decreases in liabilities on the government-wide statements, but
are reported as expenditures on the governmental fund statements.

The government-wide financial statements can be found on pages 22-25 of this report.

Fund Financial Statements 

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for spe-
cific activities or objectives.  The State uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.  The State’s funds can be divided into three categories:  governmental, enterprise, and fiduciary.  Each of these
categories uses a different accounting approach.

Governmental funds – Most of the basic services provided by the State are financed through governmental funds.
Governmental funds are used to account for essentially the same functions reported as governmental activities in the gov-
ernment-wide financial statements.  However, unlike the government-wide financial statements, the governmental fund
financial statements focus on near-term inflows and outflows of spendable resources and on the balances of spendable
resources available at the end of the fiscal year.  Such information may be useful in evaluating the State’s near-term financ-
ing requirements.  These statements provide a detailed short-term view of the State’s finances that assists in determining
whether there will be adequate financial resources available to meet the current needs of the State.
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Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental activi-
ties in the government-wide financial statements.  By doing so, readers may better understand the long-term impact of the
State’s near-term financing decisions.  Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between govern-
mental funds and governmental activities.  These reconciliations are presented on the pages immediately following the gov-
ernmental funds financial statements.

The State maintains five governmental funds.  Information is presented separately in the governmental fund balance
sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for the general fund
and the Department of Transportation-special revenue fund, both of which are considered to be major funds.  Data from the
remaining three governmental funds are combined into a single, aggregated presentation.  Data for the non-major govern-
mental funds, namely, the debt service fund for general obligation bonds, the debt service fund for transportation revenue
bonds and the capital projects fund, is provided in the form of combining statements elsewhere in this report.  These funds
are reported using modified accrual accounting, which measures cash and all other assets which can be readily converted to
cash.  The basic governmental funds financial statements can be found on pages 26-29 of this report.

Enterprise funds – Enterprise funds are used to show activities that operate similar to activities of commercial enterprises.
Because these funds charge fees for services provided to outside customers including local governments, they are known as
enterprise funds.  Enterprise funds provide the same type of information as the government-wide financial statements, only
in more detail.  There is no reconciliation needed between the government-wide financial statements for business-type activ-
ities and the enterprise fund financial statements because they both utilize accrual accounting; the same method used for
businesses in the private sector.   

The State has six enterprise funds, four of which are considered to be major enterprise funds.  These funds are: Economic
Development - Loan Programs, the Unemployment Insurance Program, the Lottery Agency, and the Transportation
Authority.  Data for the non-major enterprise funds, Economic Development - Insurance Programs and State Use Industries,
are combined into a single aggregated presentation.  Individual fund data for these non-major enterprise funds is provided
in the form of combining statements elsewhere in this report.

The basic enterprise funds financial statements can be found on pages 32-37 of this report.

Fiduciary funds – Fiduciary funds are used to account for resources held for the benefit of parties outside the state gov-
ernment.  Fiduciary funds are not reflected in the government-wide financial statements because the resources of these funds
are restricted in purpose and are not available to support the State’s own programs.  Fiduciary funds use accrual basis
accounting.

The State’s fiduciary funds include the Pension and Other Employee Benefits Trust Funds, the Investment Trust Fund and
Agency Funds.  The Pension and Other Employee Benefits Trust Funds consist of the Retirement and Pension System, the
Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan.  The Investment Trust Fund accounts
for the transactions, assets, liabilities and fund equity of an external investment pool.  Agency funds account for the assets
held for distribution by the State as an agent for other governmental units, organizations or individuals.  Individual fund
detail for the fiduciary funds can be found in the combining financial statements. 

The basic fiduciary funds financial statements can be found on pages 38-39 of this report.

Combining Financial Statements, Component Units – The government-wide financial statements present information for the
component units in a single aggregated column in the Statement of Net Assets and the Statement of Activities.  Combining
Statement of Net Assets and Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets have been pro-
vided for the Component Unit Proprietary Funds and provide detail for each major proprietary component unit, with a com-
bining column for the non-major component units.  Individual financial statement information for the non-major component
units is provided elsewhere in this report.

The combining financial statements for the component units can be found on pages 42-44 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the government-
wide and the fund financial statements.  The notes to the financial statements can be found on pages 46-81 of this report.

Required Supplementary Information

The required supplementary information includes budgetary comparison schedules for the budgetary general, special
revenue and federal funds, along with a reconciliation of the statutory and governmental fund balances at fiscal year end.
This report also presents certain required supplementary information concerning the State’s progress in funding obligations
to provide pension benefits to its employees and includes a footnote concerning budgeting and budgetary control.  Required
supplementary information immediately follows the notes to the financial statements.  
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Other Supplementary Information

Combining Financial Statements

The combining financial statements referred to earlier in connection with non-major governmental, non-major enterprise,
and fiduciary funds and non-major component units are presented immediately following the required supplementary 
information.

Government-Wide Financial Analysis

The State’s combined net assets (government and business-type activities) totaled $16.9 billion as of June 30, 2005, 
compared to $15.1 billion as of the end of the previous year, an increase of $1.8 billion or 12.1% during the current fiscal year.
This increase reflects the improvement in revenues, mainly the various types of taxes, while the growth in expenses was 
contained.

Net Assets as of June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total

2005 2004 2005 2004 2005 2004
as restated

Current and other assets $ 8,619 $ 6,431 $6,022 $5,793 $14,641 $12,224 
Capital assets 16,810 16,059 1,499 1,471 18,309 17,530 

Total assets 25,429 22,490 7,521 7,264 32,950 29,754 
Long-term liabilities 7,103 6,496 2,747 3 9,850 6,499 
Other liabilities 5,908 4,989 277 3,176  6,185 8,165 

Total liabilities 13,011 11,485 3,024 3,179 16,035 14,664 
Net assets:
Invested in capital

assets, net of related debt 12,940 11,937 1,218 1,332 14,158 13,269 
Restricted 774 584 1,828 1,556  2,602 2,140 
Unrestricted (1,296) (1,516) 1,451 1,197 155 (319)

Total net assets $ 12,418 $ 11,005 $4,497 $4,085 $16,915 $15,090 

The largest portion of the State’s net assets, $14.2 billion, reflects investment in capital assets such as land, buildings, equip-
ment, and infrastructure, less any related debt to acquire those assets that is still outstanding.  The State uses these capital
assets to provide services to citizens.  Consequentially, these assets are not available for future spending.  Although the State’s
investment in capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

In addition, a portion of the State’s net assets, $2.6 billion, represents resources that are subject to external restrictions or
enabling legislation on how they may be used.  The remaining balance of unrestricted net assets, $155 million, reflects the
State’s cumulative revenues over expenses.



The following condensed financial information was derived from the government-wide Statement of Activities and reflects
how the State’s net assets changed during the fiscal year.

Changes in Net Assets

For the Years Ended June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total

2005 2004 2005 2004 2005 2004
as restated

Revenues:
Program revenues:

Charges for services $ 2,070 $ 2,017 $2,678 $2,407 $ 4,748 $ 4,424 
Operating grants and 

contributions 5,091 5,205 26 130 5,117 5,335 
Capital grants and 

contributions 788 719 52 58 840 777 
General revenues:

Income taxes 6,830 5,519 6,830 5,519 
Sales and use taxes 3,150 2,945 3,150 2,945 
Motor vehicle taxes 2,032 1,793 2,032 1,793 
Other taxes 2,105 1,852 2,105 1,852 
Unrestricted investment 

earnings 130 48 24 6 154 54 
Total revenues 22,196 20,098 2,780 2,601 24,976 22,699 

Expenses:
General government 748 598 748 598 
Health and mental hygiene 6,202 6,090 6,202 6,090 
Education 5,180 4,872 5,180 4,872 
Aid for higher education 1,074 1,081 1,074 1,081 
Human resources 1,595 1,586 1,595 1,586 
Public safety 1,499 1,398 1,499 1,398 
Transportation 1,913 1,839 1,913 1,839 
Judicial 476 440 476 440 
Labor, licensing and regulation 170 176 170 176 
Natural resources and recreation 185 170 185 170 
Housing and community 

development 213 202 213 202 
Environment 78 85 78 85 
Agriculture 56 46 56 46 
Business and economic 

development 58 59 58 59 
Intergovernmental grants 1,453 1,461 1,453 1,461 
Interest 304 279 304 279 
Economic development 

programs 180 195 180 195 
Unemployment insurance program 432 582 432 582 
State Lottery 1,005 928 1,005 928 
Transportation Authority 325 300 325 300 
State Use Industries 38 34 38 34 

Total expenses 21,204 20,382 1,980 2,039 23,184 22,421 
Increase (decrease) in net 

assets before transfers 
and special items 992 (284) 800 562 1,792 278 

Transfers and special items 421 436 (421) (436)
Change in net assets 1,413 152 379 126 1,792 278 
Net assets - beginning 11,005 10,853 4,118 3,959 15,123 14,812 
Net assets - ending $12,418 $ 11,005 $4,497 $4,085 $16,915 $ 15,090 

16
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Governmental Activities

Governmental activities in fiscal year 2005 resulted in an increase to the State’s net assets of $1.4 billion, compared to a
net increase of $152 million for the prior year.  This increase occurred primarily because revenues increased by $2.1 billion or
10.4%, while expenses increased by $822 million or 4%.  The revenue increase was primarily due to an overall increase in
taxes of $2 billion, $1.3 billion of which was due to the increase in income tax revenue. Overall, the increase in expenses was
primarily due to increases in general government of $188 million, an increase in education of $308 million, and public safe-
ty of $101 million.  

Business-type Activities

Business-type activities increased the State’s net assets by $800 million before transfers of $421 million to governmental
activities.  Key elements of this increase are as follows:

• Lottery tickets sales increased $90 million or 6.5% to $1.5 billion.  The increase to net assets before transfers to the gen-
eral fund was $478 million, an increase of $11 million or 2.3% over the prior year.  The increase in sales was attribut-
able primarily to growth of the Pick Four, Keno-Keno Bonus and Mega Millions game.

• The Unemployment Insurance Program had an increase of $52 million (10.7%) in charges for services over the prior
year due to the continued effect of a legislatively mandated surcharge on all employers effective January 1, 2004.  In
addition, benefit payments decreased $150 million from the prior year due to a decrease in the unemployment rate,
contributing to the $177 million increase in net assets.

• Loan programs had an increase of  $148 million in net assets over the prior year, primarily due to an increase in inter-
est earnings of $46 million, a decrease in expenses of $14 million and an increase in transfers from the State’s general

Income taxes 30.2%Other 2.4%

Sales and use
taxes 13.9%

Motor vehicle taxes and
fees 9.0%

Capital grants and 
contributions 3.5%
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contributions 22.5%

Charges for services 9.2%

Other taxes 9.3%

Interest 1.4%

Education 24.4%

Judicial 2.3%
Aid for higher education 5.1%

General government 3.5% Business and licensing 0.8%

Human resources 7.5%

Public safety 7.1%

Housing, business and 
economic development 1.3%
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29.2%

Intergovernmental 6.9%
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EXPENDITURES BY FUNCTION - GOVERNMENTAL ACTIVITIES
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fund of $32 million.

• Charges for services of the Transportation Authority increased by $36 million (12%) due to the doubling of the toll fees
of certain tunnels and bridges.  Also, expenses related to operation and maintenance increased by $16 million (6%).

The change in net assets was an increase of $47 million compared to a net increase of $26 million for the prior year.

Financial Analysis of the State’s Funds

As of the end of the current fiscal year, the State’s governmental funds reported a combined fund balance of $3.2 billion,
an increase of $1.3 billion from the prior year.  The combined fund balance includes $308 million in unreserved, undesignat-
ed fund balance and $777 million in unreserved, designated fund balance for the general fund.  It includes $173 million in
unreserved, undesignated fund balance for the special revenue fund and a deficit of $181 million in unreserved, undesig-
nated fund balance for the other governmental funds.  The remainder of the fund balance is reserved to indicate that it is not
available for new spending because it has been committed to:  1) liquidate contracts and purchase orders of the prior peri-
od, $671 million; 2) fund prepaid and inventory items, $442 million; 3) restricted revenue carry forwards, $418 million; and
4) reserve for various loans, construction projects, and debt service, $30 million.  In addition, $540 million of the reserved
fund balance is in the “State Reserve Fund,” and is set aside to meet future financial needs.  The unreserved general fund,
fund balance, plus the amount in the State Reserve Fund, is approximately 7% of the total annual expenditures in govern-
mental funds, compared with 3% for the prior year.

General Fund

The general fund is the major operating fund of the State.  At the end of the current fiscal year, the undesignated and des-
ignated fund balance of the general fund was $1.1 billion, while total general fund balance reached $2.6 billion.  The fund
balance of the State’s general fund increased by $1.1 billion during 2005, compared to an increase of $305 million for 2004.
General fund revenues increased by $2 billion (12%) over the prior year, primarily due to increases in income taxes and all
other taxes of $1.3 billion (24%) and $413 million (10%), respectively.  These increases reflect the overall improvement in the
State's economy with a continued increase in new jobs and the continued growth in real estate values and sales.  Federal rev-
enues remained relatively steady, decreasing by $76 million (1%).  Other revenues increased by $182 million (138%) due to
increased revenues transferred to the State for abandoned property and miscellaneous collections.  

General fund expenditures increased by $858 million or 5.1 %.  Although expenditures for most functions remained sta-
ble or decreased, expenditures for education, health and mental hygiene and general government increased by $350 million
(7.5%), $265 million (4.4%), and $75 million (12%), respectively, due to continued increased funding for public school educa-
tion, and higher Medicaid and self-insurance costs.

Transfers out were $276 million compared to $173 million for the prior year.  This increase was due primarily to an
increase in general fund transfers of the corporate income tax to the special revenue fund.  
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Special Revenue Fund

The Maryland Department of Transportation special revenue fund accounts for resources used for operation other than
debt service and pension activities of the State’s transportation activities.  The fund balance of the Department’s special rev-
enue fund was $344 million as of June 30, 2005, a decrease of $12 million (3.4%) from the prior fiscal year.  This decrease was
due primarily to the decrease in other sources of financial revenues, namely the Department’s decision not to issue long term
bonds during the year. 

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget and the final budget and the actual expenditures
for the year are summarized as follows.

Overall, the change between the original and final general fund budget was an increase of $116 million or 1%.  This
increase was primarily the result of increased costs for health and public safety.  An additional $58 million was appropriat-
ed for Medicaid costs.  Assistance costs for the support of local jails was greater than expected and resulted in an increase of
$20 million in appropriations.  An additional $8 million from the State Reserve Fund was appropriated to Juvenile Services
for increased salaries at residential facilities.  Also, there was a $42 million decrease in Budget and Management which was
primarily due to the reallocation of the original appropriation for costs of living adjustments from that department to the
applicable State agencies.  

Major differences between the final budget and actual expenditures were the result of continued encumbrances for addi-
tions and improvements to buildings for the Legislature and the Judiciary and for various multi-year projects related to infor-
mation technology, financing programs of the Department of Business and Economic Development and the environment.
The actual general fund expenditures during the year were $170 million less than the final general fund budget.  Of this
amount, $32 million was returned to the general fund, and the remaining $158 million was encumbered for future spending.

Capital Asset and Debt Administration

Capital assets

As of June 30, 2005, the State had invested $18.3 billion (net of accumulated depreciation) in a broad range of capital assets
(see table below).  Depreciation expense for the fiscal year totaled $862 million ($805 million for governmental activities and
$57 million for business-type activities).  The increase in the State’s investment in capital assets, net of depreciation expense,
for the current fiscal year was 4.5% (4.7 % for governmental activities and 1.9% for business-type activities).

Capital Assets as of June 30,
(Net of Depreciation, Expressed in Millions)

Governmental Business-type Primary Government
Activities Activities Total

2005 2004 2005 2004 2005 2004

Land and improvements $  2,495 $  2,417 $ 110 $   108 $  2,605 $  2,525 
Art and historical treasures 27 27 27 27 
Construction in progress 2,753 2,447 2,753 2,447 
Structures and improvements 3,256 3,087 29 3,285 3,087 
Equipment 816 795 12 13 828 808 
Infrastructure 7,463 7,286 1,348 1,350 8,811 8,636 

Total $16,810 $16,059 $ 1,499 $1,471  $18,309 $17,530 

Major capital asset events during the current fiscal year included continued construction at the Baltimore Washington
International Airport and for various transportation projects, the preservation of agricultural and open space land through
the purchase of easements, the lease/purchase of electronic voting machines, improvements to the statewide telecommuni-
cations network, energy efficiency improvements in State buildings and building improvements by the Department of Public
Safety.

Additional information on the State’s capital assets can be found in footnote 10 of  this report.

Long-term debt

The State is empowered by law to authorize, issue and sell general obligation bonds, which are backed by the full faith and
credit of the State.  The State also issues dedicated revenue bonds for the Department of Transportation and various busi-
ness-type activities.  The payment of principal and interest on revenue bonds comes solely from revenues received from the
respective activities.  This dedicated revenue debt is not backed by the State’s full faith and credit.

As of June 30, 2005, the State had outstanding bonds totaling $8.4 billion.  Of this amount $4.5 billion were general obliga-
tion bonds, backed by the full faith and credit of the State.  The remaining $3.9 billion was secured solely by the specified
revenue sources.
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Outstanding Bonded Debt as of June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total

2005 2004 2005 2004 2005 2004

General Obligation Bonds 
(backed by the State) $4,512 $4,102 $4,512 $4,102 

Transportation Bonds 
(backed by specific revenues) 1,072 1,188 1,072 1,188 

Revenue Bonds 
(backed by specific revenues) $2,825 $2,936 2,825 2,936 
Total $5,584 $5,290 $2,825 $2,936  $8,409 $8,226 

The total increase in bonded debt in the current fiscal year was 2.2% (10% increase related to general obligation bonds
and a 5.5 % decrease related to revenue bonds).  The State’s general obligation bonds are rated Aaa by Moody’s and AAA by
Standard and Poors and Fitch.  During fiscal year 2005, the State issued general obligation debt totaling $1.6 billion at a pre-
mium of $153 million.  On August 11, 2005, the State issued general obligation bonds aggregating $450 million for capital
improvements.

State law limits the amount of Consolidated Transportation Bonds, dedicated revenue debt, that may be outstanding as of
June 30 to the amount established in the budget, not to exceed $2 billion.  The aggregate principal authorized to be out-
standing as of June 30, 2005, was $1.5 billion. The actual amount outstanding as of June 30, 2005 was $1.1 billion in
Consolidated Transportation Bonds which was under the amount authorized. 

Additional information on the State’s long-term debt can be found in footnote 11 of this report.

Economic Factors and Next Year’s Budget

The State's total budget for fiscal year 2006 totals $25.9 billion, a 4.2 percent increase over fiscal year 2005.  The budget for
fiscal year 2006 includes an increase of $396.6 million in public school education, kindergarten through grade 12 and an
increase of $371 million in the Medicaid budget.  The fiscal year 2006 budget also allots $79.1 million to build state and local
correctional facilities and $8.5 million for drug treatment programs.  Maryland's capital budgets for fiscal year 2006 total
approximately $2.8 billion.  This amount includes $947 million for state-owned capital projects as well as capital programs
that provide grants and loans to local governments and the private and non-profit sectors.  The remainder of the capital
budget, $1.9 billion is directed to highway projects, mass transit, and other transportation improvement.  The proposed
budget protects the State Reserve Fund and projects that the balance at the end of fiscal year 2006 will total $796 million, an
increase of $256 million over fiscal year 2005.

Requests for Information

This financial report is designed to provide a general overview of the State’s finances for all those with an interest in the
State’s finances.  Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the General Accounting Division, Office of the Comptroller, P.O. Box 746, Annapolis,
Maryland 21404.
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STATE OF MARYLAND

Statement of Net Assets
June 30, 2005

(Expressed in Thousands)

Primary Government
Governmental Business-type Component

Activities Activities Total Units

Assets
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . $  3,634,310 $     13,431 $  3,647,741 $ 52,267 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,410,695 413,402 1,824,097 351,650 
Endowment investments  . . . . . . . . . . . . . . . . . . . . . . . . 153,713 
Foundation investments  . . . . . . . . . . . . . . . . . . . . . . . . . 641,372 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,693 12,344 95,037 10,903 
Prepaid items  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 346,152 346,152 4,703 
Deferred charges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,562 7,562 7,027 
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 784,765 784,765 
Intergovernmental receivables . . . . . . . . . . . . . . . . . . . . 892,014 450 892,464 
Tuition contracts receivable  . . . . . . . . . . . . . . . . . . . . . . 268,423 
Due from primary government  . . . . . . . . . . . . . . . . . . . 759,587 
Due from component units  . . . . . . . . . . . . . . . . . . . . . . 540 540 
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . 667,923 191,465 859,388 320,280 
Loans and notes receivable, net . . . . . . . . . . . . . . . . . . . 19,444 914,714 934,158 85,422 
Loans to component units  . . . . . . . . . . . . . . . . . . . . . . . 160 160
Investment in direct financing leases  . . . . . . . . . . . . . . 456,193 456,193 304,220 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,232 6,414 12,646 19,307 
Collateral for lent securities  . . . . . . . . . . . . . . . . . . . . . . 722,402 722,402 
Restricted assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . 36,186 1,336,529 1,372,715 99,792 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,247,616 1,247,616 107,075 
Deferred charges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,587 10,587 
Loans and notes receivable (net)  . . . . . . . . . . . . . . . . 7,399 1,396,984 1,404,383 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,358 26,358 28 

Capital assets, net of accumulated depreciation:
Land  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,495,056 110,008 2,605,064 133,098 
Art and historical treasures  . . . . . . . . . . . . . . . . . . . . 27,118 27,118 343 
Structures and other improvements  . . . . . . . . . . . . . 3,256,269 28,887 3,285,156 2,823,363 
Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 815,429 11,971 827,400 110,155 
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,463,393 1,347,714 8,811,107 327,463 
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . 2,753,072 2,753,072 350,910 

Total capital assets  . . . . . . . . . . . . . . . . . . . . . . . . . . 16,810,337 1,498,580 18,308,917 3,745,332 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,428,814 7,525,067 32,953,881 6,931,101 
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Primary Government
Governmental Business-type Component

Activities Activities Total Units

Liabilities
Salaries payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,706 154,706 103,592 
Vouchers payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 262,341 262,341 
Accounts payable and accrued liabilities . . . . . . . . . . . . 1,295,611 168,834 1,464,445 141,310 
Internal balances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 291,596 (291,596)
Due to component units  . . . . . . . . . . . . . . . . . . . . . . . . . . 759,587 759,587 
Due to primary government  . . . . . . . . . . . . . . . . . . . . . . 540 
Loans from primary government  . . . . . . . . . . . . . . . . . . 160 
Accounts payable to political subdivisions  . . . . . . . . . . 300,395 300,395 
Unearned revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,380 12,541 24,921 109,842 
Matured bonds and interest coupons payable  . . . . . . . 1,790 1,790 
Accrued insurance on loan losses  . . . . . . . . . . . . . . . . . . 11,393 11,393 4,744 
Accounts payable for local income taxes  . . . . . . . . . . .. 1,261,707 1,261,707 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,718 
Collateral obligations for lent securities . . . . . . . . . . . . . 722,402 722,402 
Bonds and notes payable:

Due within one year  . . . . . . . . . . . . . . . . . . . . . . . . . . . 485,635 317,999 803,634 83,838 
Due in more than one year  . . . . . . . . . . . . . . . . . . . . .. 5,414,553 2,507,316 7,921,869 1,362,666 

Other noncurrent liabilities: 
Due within one year  . . . . . . . . . . . . . . . . . . . . . . . . . . . 359,606 62,182 421,788 93,822 
Due in more than one year . . . . . . . . . . . . . . . . . . . . . . 1,688,762 239,580 1,928,342 685,696 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,011,071 3,028,249 16,039,320 2,588,928 
Net Assets

Invested in capital assets, net of related debt  . . . . . . . . 12,940,305 1,217,923 14,158,228 2,653,688 
Restricted for:

Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . 239,249 239,249 
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,591 16,591 
Natural resources and recreation  . . . . . . . . . . . . . . . . 43,097 43,097 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,574 30,574 
Judiciary  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,786 50,786 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 220,655 220,655 
Debt service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127,855 68,295 196,150 7,166 
Capital improvements and deposits  . . . . . . . . . . . . . . 2,981 259,468 262,449 53,560 
Higher education-nonexpendable . . . . . . . . . . . . . . . . 475,021 
Higher education-expendable  . . . . . . . . . . . . . . . . . . . 410,351 
Loans and notes receivable . . . . . . . . . . . . . . . . . . . . . . 7,399 7,399 83,730 
Unemployment compensation benefits  . . . . . . . . . . . 978,228 978,228 
Loan programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 422,122 422,122 
Insurance programs . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98,289 98,289 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,476 1,625 36,101 

Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,296,225) 1,450,868 154,643 658,657 
Total net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,417,743 $4,496,818 $16,914,561 $4,342,173

The accompanying notes to the financial statements are an integral part of these financial statements.



24

ST
A

T
E

 O
F 

M
A

R
Y

L
A

N
D

S
ta

te
m

en
t 

of
 A

ct
iv

it
ie

s
Fo

r 
th

e 
Ye

ar
 E

n
d

ed
 J

u
n

e 
30

, 2
00

5
(E

xp
re

ss
ed

 in
 T

ho
us

an
d

s)

N
et

 (
E

xp
en

se
) 

R
ev

en
ue

 a
nd

Pr
og

ra
m

 R
ev

en
ue

s
C

ha
ng

es
 in

 N
et

 A
ss

et
s

O
pe

ra
ti

ng
C

ap
it

al
Pr

im
ar

y 
G

ov
er

nm
en

t
C

ha
rg

es
 f

or
G

ra
nt

s 
an

d
G

ra
nt

s 
an

d
G

ov
er

nm
en

ta
l

B
us

in
es

s-
Ty

pe
C

om
po

ne
nt

Fu
nc

ti
on

s/
Pr

og
ra

m
s

E
xp

en
se

s
Se

rv
ic

es
C

on
tr

ib
ut

io
ns

C
on

tr
ib

ut
io

ns
A

ct
iv

it
ie

s
A

ct
iv

it
ie

s
To

ta
l

U
ni

ts

Pr
im

ar
y 

go
ve

rn
m

en
t -

G
ov

er
nm

en
ta

l a
ct

iv
it

ie
s:

G
en

er
al

 g
ov

er
nm

en
t

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

$
74

7,
48

6 
$ 

  4
84

,9
33

 
$ 

   
 5

6,
73

5 
$ 

50
 

$ 
   

 (
20

5,
76

8)
$ 

   
 (

20
5,

76
8)

H
ea

lt
h 

an
d

 m
en

ta
l h

yg
ie

ne
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
6,

20
2,

43
9 

32
0,

59
6 

2,
70

7,
77

5 
(3

,1
74

,0
68

)
(3

,1
74

,0
68

)
E

d
uc

at
io

n 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
.

5,
18

0,
16

5 
65

,1
40

 
81

4,
09

0 
(4

,3
00

,9
35

)
(4

,3
00

,9
35

)
A

id
 f

or
 h

ig
he

r 
ed

uc
at

io
n

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

1,
07

4,
04

8 
(1

,0
74

,0
48

)
(1

,0
74

,0
48

)
H

um
an

 r
es

ou
rc

es
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
1,

59
5,

09
3 

42
,0

27
 

94
9,

65
8 

(6
03

,4
08

)
(6

03
,4

08
)

Pu
bl

ic
 s

af
et

y
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 .

1,
49

8,
68

4 
67

,1
44

 
10

5,
85

2 
1,

04
7 

(1
,3

24
,6

41
)

(1
,3

24
,6

41
)

Tr
an

sp
or

ta
ti

on
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

.
1,

91
2,

60
2 

58
0,

69
1 

79
,8

92
 

78
5,

06
4 

(4
66

,9
55

)
(4

66
,9

55
)

Ju
d

ic
ia

l 
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

.
47

6,
25

3 
38

4,
98

5 
4,

17
6 

(8
7,

09
2)

(8
7,

09
2)

L
ab

or
, l

ic
en

si
ng

 a
nd

 r
eg

ul
at

io
n

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

17
0,

34
4 

25
,7

97
 

13
0,

61
9 

(1
3,

92
8)

(1
3,

92
8)

N
at

ur
al

 r
es

ou
rc

es
 a

nd
 r

ec
re

at
io

n 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

18
4,

59
9 

39
,8

14
 

22
,1

60
 

72
2 

(1
21

,9
03

)
(1

21
,9

03
)

H
ou

si
ng

 a
nd

 c
om

m
un

it
y 

d
ev

el
op

m
en

t 
. .

 . 
. .

 . 
. .

 . 
. .

21
2,

75
3 

18
,7

60
 

18
5,

00
0 

(8
,9

93
)

(8
,9

93
)

E
nv

ir
on

m
en

t 
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
78

,2
38

 
23

,6
37

 
30

,7
76

 
(2

3,
82

5)
(2

3,
82

5)
A

gr
ic

ul
tu

re
  

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
55

,9
85

 
14

,5
99

 
3,

61
3 

1,
32

8 
(3

6,
44

5)
(3

6,
44

5)
B

us
in

es
s 

an
d

 e
co

no
m

ic
 d

ev
el

op
m

en
t 

 . 
. .

 . 
. .

 . 
. .

 . 
. .

58
,1

27
 

1,
11

5 
70

7 
(5

6,
30

5)
(5

6,
30

5)
In

te
rg

ov
er

nm
en

ta
l g

ra
nt

s
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

.
1,

45
3,

40
8 

(1
,4

53
,4

08
)

(1
,4

53
,4

08
)

In
te

re
st

 
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

.
30

3,
53

9 
(3

03
,5

39
)

(3
03

,5
39

)
To

ta
l g

ov
er

nm
en

ta
l a

ct
iv

it
ie

s
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
21

,2
03

,7
63

 
2,

06
9,

23
8 

5,
09

1,
05

3 
78

8,
21

1 
(1

3,
25

5,
26

1)
(1

3,
25

5,
26

1)
B

us
in

es
s-

ty
pe

 a
ct

iv
it

ie
s:

E
co

no
m

ic
 d

ev
el

op
m

en
t -

 in
su

ra
nc

e 
pr

og
ra

m
s

 . 
. .

 . 
.

(1
32

)
5,

39
2 

$ 
   

 5
,5

24
 

5,
52

4
E

co
no

m
ic

 d
ev

el
op

m
en

t -
 g

en
er

al
 lo

an
 p

ro
gr

am
s 

. .
 .

31
,0

10
 

12
,3

95
 

(1
8,

61
5)

(1
8,

61
5)

Ec
on

om
ic

 d
ev

el
op

m
en

t -
 w

at
er

 q
ua

lit
y 

lo
an

 p
ro

gr
am

s 
. .

10
,5

74
 

20
,2

52
 

51
,4

48
 

61
,1

26
 

61
,1

26
E

co
no

m
ic

 d
ev

el
op

m
en

t -
 h

ou
si

ng
 lo

an
 p

ro
gr

am
s

 . 
.

13
8,

72
3 

16
4,

34
0 

25
,6

17
 

25
,6

17
U

ne
m

pl
oy

m
en

t i
ns

ur
an

ce
 p

ro
gr

am
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

.
43

2,
12

5 
59

0,
80

5 
18

,7
02

 
17

7,
38

2 
17

7,
38

2
M

ar
yl

an
d

 S
ta

te
 L

ot
te

ry
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 .

1,
00

5,
27

5 
1,

48
5,

73
3 

48
0,

45
8 

48
0,

45
8

M
ar

yl
an

d
 T

ra
ns

po
rt

at
io

n 
A

ut
ho

ri
ty

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
.

32
4,

83
8 

35
9,

15
7 

7,
50

4 
41

,8
23

 
41

,8
23

 
St

at
e 

U
se

 I
nd

us
tr

ie
s 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

.
37

,9
37

 
39

,9
58

 
2,

02
1 

2,
02

1 
To

ta
l b

us
in

es
s-

ty
pe

 a
ct

iv
it

ie
s

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

1,
98

0,
35

0 
2,

67
8,

03
2 

26
,2

06
 

51
,4

48
 

77
5,

33
6 

77
5,

33
6 

To
ta

l p
ri

m
ar

y 
go

ve
rn

m
en

t 
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
$2

3,
18

4,
11

3 
$4

,7
47

,2
70

 
$5

,1
17

,2
59

 
$8

39
,6

59
 

(1
3,

25
5,

26
1)

77
5,

33
6 

(1
2,

47
9,

92
5)



25

C
om

po
ne

nt
 u

ni
ts

 -
H

ig
he

r 
ed

uc
at

io
n

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

$ 
3,

34
0,

84
3 

$1
,4

64
,0

71
 

$1
,1

51
,9

82
 

$1
80

,9
49

 
$

(5
43

,8
41

)
M

ar
yl

an
d

 S
ta

d
iu

m
 A

ut
ho

ri
ty

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 .
58

,2
75

 
30

,2
06

 
22

,7
94

 
8,

11
0 

2,
83

5 
O

th
er

 c
om

po
ne

nt
 u

ni
ts

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 .
14

9,
32

5 
17

2,
30

1 
2 

22
,9

78
 

To
ta

l c
om

po
ne

nt
 u

ni
ts

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
.

$ 
3,

54
8,

44
3 

$1
,6

66
,5

78
 

$1
,1

74
,7

76
 

$1
89

,0
61

 
(5

18
,0

28
 )

G
en

er
al

 r
ev

en
ue

s
In

co
m

e 
ta

xe
s

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

6,
82

9,
56

4 
6,

82
9,

56
4 

Sa
le

s 
an

d
 u

se
 ta

xe
s.

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 
3,

14
9,

73
6 

3,
14

9,
73

6 
M

ot
or

 v
eh

ic
le

 ta
xe

s
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
2,

03
1,

86
2 

2,
03

1,
86

2 
O

th
er

 ta
xe

s.
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

2,
10

5,
36

2 
2,

10
5,

36
2 

G
ra

nt
s 

an
d

 c
on

tr
ib

ut
io

ns
 

no
t r

es
tr

ic
te

d
 to

 s
pe

ci
fi

c 
pr

og
ra

m
s

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

86
6,

62
4 

U
nr

es
tr

ic
te

d
 in

ve
st

m
en

t e
ar

ni
ng

s
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
13

0,
35

9 
24

,2
49

  
15

4,
60

8 
80

,3
69

A
d

d
it

io
ns

 to
 p

er
m

an
en

t e
nd

ow
m

en
ts

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. 
72

8
Tr

an
sf

er
s

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. 
42

0,
82

0 
(4

20
,8

20
)

To
ta

l g
en

er
al

 r
ev

en
ue

s,
 a

d
d

it
io

ns
 to

 
pe

rm
an

en
t e

nd
ow

m
en

ts
,  

an
d

 tr
an

sf
er

s.
 . 

. .
 . 

. .
 . 

. 
14

,6
67

,7
03

 
(3

96
,5

71
)

14
,2

71
,1

32
 

94
7,

72
1 

C
ha

ng
e 

in
 n

et
 a

ss
et

s
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
1,

41
2,

44
2 

37
8,

76
5 

 
1,

79
1,

20
7 

42
9,

69
3 

N
et

 a
ss

et
s 

- 
be

gi
nn

in
g

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

. .
 . 

11
,0

05
,3

01
 

4,
08

5,
11

2 
15

,0
90

,4
13

 
3,

91
2,

48
0 

R
es

ta
te

m
en

t o
f 

be
gi

nn
in

g 
ba

la
nc

e 
(N

ot
e 

1)
. .

 . 
. .

 . 
. .

 . 
. 

32
,9

41
 

32
,9

41
 

N
et

 a
ss

et
s 

- 
en

d
in

g
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
$1

2,
41

7,
74

3 
$4

,4
96

,8
18

 
$1

6,
91

4,
56

1 
$4

,3
42

,1
73

T
he

 a
cc

om
pa

ny
in

g 
no

te
s 

to
 th

e 
fi

na
nc

ia
l s

ta
te

m
en

ts
 a

re
 a

n 
in

te
gr

al
 p

ar
t o

f 
th

es
e 

fi
na

nc
ia

l s
ta

te
m

en
ts

.



26

STATE OF MARYLAND

Balance Sheet
Governmental Funds

June 30, 2005
(Expressed in Thousands)

Special
Revenue

Maryland Other Total
Department of Governmental Governmental

General Transportation Funds Funds

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . $3,528,035 $ 106,275 $3,634,310 
Cash and cash equivalents - restricted  . . . . . . . . . . . . $  30,049 1,456 31,505 
Cash with fiscal agent - restricted  . . . . . . . . . . . . . . . . 4,681 4,681 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,410,695 1,410,695 
Prepaid items  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 286,714 59,438 346,152 
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . 689,565 87,975 7,225 784,765 
Intergovernmental receivables . . . . . . . . . . . . . . . . . . . 661,617 230,397 892,014 
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . 551,048 116,588 287 667,923 
Due from other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . 54,273 209,373 137,092 400,738 
Due from component units  . . . . . . . . . . . . . . . . . . . . . 540 540 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,434 60,259 82,693 
Loans and notes receivable, net . . . . . . . . . . . . . . . . . . 1,143 8,721 9,580 19,444 
Loans and notes receivable - restricted  . . . . . . . . . . . 7,399 7,399 
Loans to component units  . . . . . . . . . . . . . . . . . . . . . . 160 160 
Collateral for lent securities  . . . . . . . . . . . . . . . . . . . . . 722,402 722,402 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $7,928,626 $802,800 $ 273,995 $9,005,421 

Liabilities:
Salaries payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $   141,676 $ 13,030 $ 154,706 
Vouchers payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196,338 31,269 $ 34,734 262,341 
Accounts payable and accrued liabilities . . . . . . . . . . 926,210 290,251 13,348 1,229,809 
Due to other funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 666,878 25,456 692,334 
Due to component units  . . . . . . . . . . . . . . . . . . . . . . . . 759,587 759,587 
Accounts payable to political subdivisions  . . . . . . . . 1,467,054 82,575 12,474 1,562,103 
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 323,307 16,633 119 340,059 
Matured bonds and interest coupons payable  . . . . . 1,790 1,790 
Accrued self-insurance costs………………………….. 103,217 103,217 
Collateral obligations for lent securities . . . . . . . . . . . 722,402 722,402 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,306,669 459,214 62,465 5,828,348 

Fund balances:
Reserved for:

State reserve fund  . . . . . . . . . . . . . . . . . . . . . . . . . . . 540,110 540,110 
Encumbrances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 259,802 38,021 373,598 671,421 
Prepaid items and inventories  . . . . . . . . . . . . . . . . . 322,305 119,697 442,002 
Loans and notes receivable . . . . . . . . . . . . . . . . . . . . 575 6,773 16,505 23,853 
Construction projects . . . . . . . . . . . . . . . . . . . . . . . . . 2,981 2,981 
Restricted revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . 414,773 3,020 417,793 
Debt service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,916 2,916 

Unreserved:
Designated  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 776,867 776,867 
Undesignated, (deficit) reported in:

General fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 307,525 307,525 
Special revenue fund  . . . . . . . . . . . . . . . . . . . . . . . 173,094 173,094 
Non-major debt service funds  . . . . . . . . . . . . . . . 115,833 115,833 
Non-major capital projects fund  . . . . . . . . . . . . . (297,322 ) (297,322 )

Total fund balance  . . . . . . . . . . . . . . . . . . . . . . . 2,621,957 343,586 211,530 3,177,073 
Total liabilities and fund balances . . . . . . . . . . $7,928,626 $802,800 $ 273,995 $9,005,421 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Reconciliation of the Governmental Funds’ Fund Balance
to the Statement of Net Assets, Net Assets’ Balance

June 30, 2005
(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Net Assets  (page 23) differ from the amounts for the 
governmental funds' fund balances because:

Amount in governmental funds, fund balance (page 26)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,177,073 
Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,810,337 
Taxes and other receivables that will not be available to pay for current-period
expenditures and, therefore, are deferred in the funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 327,679 
Accrued interest payable on bonds and capital leases are not liquidated
with current financial resources in the governmental funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (105,602)
Other assets not available to pay for current period expenditures  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,788 
Long-term liabilities are not due and payable in the  current period

and, therefore, are not reported in the funds:
General Obligation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,511,827)

Deferred charges to be amortized over the life of the debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,252 
Premiums to be amortized over the life of the debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (316,002)

Transportation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,071,620)
Deferred charges to be amortized over the life of the debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,586 
Premiums to be amortized over the life of the debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (80,572)

Accrued self-insurance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (187,216)
Accrued annual leave  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (244,967)
Pension liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (279,618)
Other long term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (449,092)
Obligation under capital leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (440,236)
Obligations under capital leases with component units  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (304,220)

Net assets of governmental activities (page 23)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,417,743 

The accompanying notes to the financial statements are an integral part of these financial statements
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STATE OF MARYLAND
Statement of Revenues, Expenditures

and Changes in Fund Balances
Governmental Funds

For the Year Ended June 30, 2005
(Expressed in Thousands)

Special
Revenue

Maryland Other Total
Department of Governmental Governmental

General Transportation Funds Funds

Revenues:
Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,814,378 $ 6,814,378
Sales and use taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,153,676 3,153,676 
Motor vehicle taxes and fees  . . . . . . . . . . . . . . . . . . . . $2,031,862 2,031,862 
Other taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,585,267 $ 520,095  2,105,362 
Other licenses and fees  . . . . . . . . . . . . . . . . . . . . . . . . . 759,953 759,953 
Charges for services . . . . . . . . . . . . . . . . . . . . . . . . . . . . 561,657 416,878  978,535
Revenues pledged as security for bonds  . . . . . . . . . . 70,875 70,875
Interest and other investment income  . . . . . . . . . . . . 93,819 5,002 3,711 102,532 
Federal revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,093,047 823,186 5,916,233 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 314,019 16,632 573 331,224 

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,375,816 3,364,435 524,379 22,264,630 
Expenditures:

Current:
General government  . . . . . . . . . . . . . . . . . . . . . . . . . 700,391 700,391 
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . 6,329,383 6,329,383 
Education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,024,928 136,558 5,161,486 
Aid to higher education  . . . . . . . . . . . . . . . . . . . . . . 856,971 217,077 1,074,048 
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,569,032 1,569,032 
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,435,406 1,435,406 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,273,622 1,273,622 
Judicial  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 462,568 462,568 
Labor, licensing and regulation  . . . . . . . . . . . . . . . . 166,787 166,787 
Natural resources and recreation  . . . . . . . . . . . . . . 167,018 167,018 
Housing and community development  . . . . . . . . . 211,577 211,577 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,393 76,393 
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,624 56,624 
Business and economic development . . . . . . . . . . . 57,287 57,287 
Intergovernmental  . . . . . . . . . . . . . . . . . . . . . . . . . . . 555,810 724,567 173,031 1,453,408 

Capital outlays  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,409,119 122,342 1,531,461 
Debt service:

Principal retirement  . . . . . . . . . . . . . . . . . . . . . . . . . . 464,650 464,650 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 258,791 258,791 
Bond issuance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . 572 2,503 3,075 

Total expenditures  . . . . . . . . . . . . . . . . . . . . . . . . . 17,670,747 3,407,308 1,374,952 22,453,007 
Exess (deficiency) of revenues over 

(under) expenditures  . . . . . . . . . . . . . . . . . . . 705,069 (42,873 ) (850,573 ) (188,377)
Other sources (uses) of financial resources:

Capital leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,318 116,116 154,434 
Other long-term liabilities  . . . . . . . . . . . . . . . . . . . . . . 12,321 12,321 
Bonds issued  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 784,043 784,043 
Refunding bonds issued  . . . . . . . . . . . . . . . . . . . . . . . . 855,840 855,840 
Bond premium  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153,437 153,437 
Payments to refunded bond escrow agent  . . . . . . . . (940,591) (940,591)
Transfers in  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 664,660 233,781 165,088 1,063,529 
Transfers out  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (275,527) (331,358) (35,824) (642,709)

Total other sources of financial resources  . . . . . . . 427,451 30,860 981,993 1,440,304 
Net change in fund balances  . . . . . . . . . . . . . . . . 1,132,520 (12,013) 131,420 1,251,927 

Fund balances, June 30, 2004  . . . . . . . . . . . . . . . . . . . . . . . 1,489,437 355,599 80,110 1,925,146 
Fund balances, June 30, 2005  . . . . . . . . . . . . . . . . . . . . . . . $ 2,621,957 $ 343,586 $ 211,530 $ 3,177,073

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Reconciliation of the Statement of the Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities
For the Year Ended June 30, 2005

(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Activities (pages 24-25) are
different from the amounts reported in the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds because of the following:

Net change in fund balances - total governmental funds (page 28)  . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,251,927 
Governmental funds report capital outlays as expenditures.  However, in the Statement of 

Activities, the cost of those assets is allocated over their estimated useful lives and 
reported as depreciation expense.  This is the amount by which capital outlays exceed 
depreciation in the current period.

Capital outlays  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,546,180 
Depreciation expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (805,309) 740,871

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donations) is to decrease net assets.

Net loss on disposals and trade-ins  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,454) (8,454)

Revenues in the Statement of Activities that do not provide current financial resources are
not reported as revenues in the governmental funds:

Deferred revenues for taxes are recognized,
net of revenue already recognized in the prior year  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,246

Deferred revenues for other revenues are recognized, 
net of revenue already recognized in the prior year  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (126,665) (115,419)

The issuance of long term debt (e.g. bonds, leases) provides current financial resources to 
governmental funds, while the repayment of the principal of long term debt consumes 
current financial resources of governmental funds.  Neither transaction, however, has any 
effect on net assets.  Also, the governmental funds report the effect of issuance costs, 
premiums, discounts and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the Statement of Activities.  This amount is the net 
effect of these differences in the treatment of long term debt and related items.

Debt issued, General Obligation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,734,884)
Capital lease financing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (153,053)
Premiums, discounts and issuance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,481
Principal repayments:

General Obligation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,230,335
Transportation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,470
Capital leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,259
Other long-term financing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,241 (437,151)

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in the governmental
funds:

Compensated absences  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,094)
Self-insurance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9,926)
Net pension obligation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (138,422)
Accrued interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14,073)
Other long term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151,183 (19,332)

Change in net assets of governmental activities (page 25)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,412,442 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

ENTERPRISE FUND FINANCIAL STATEMENTS

Major Funds

Economic Development Loan Programs

This fund includes the direct loan programs of the Maryland Departments of Housing and Community
Development, Business and Economic Development and Environment. 

Unemployment Insurance Program

This fund reflects the transactions, assets, liabilities and net assets of the Unemployment Insurance
Program and is used to account for the unemployment assessments collected from employers, Federal revenue
received and remittance of benefits to the unemployed.

Maryland State Lottery Agency

This fund accounts for the operation of the State Lottery

Maryland Transportation Authority

This fund accounts for the activity of the Maryland Transportation Authority, which is responsible for the
operation and maintenance of toll roads, bridges and tunnels in the State.

Non-major Funds

Other Enterprise Funds

Individual non-major enterprise funds are presented in the combining section following the footnotes.
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STATE OF MARYLAND

Statement of Net Assets
Enterprise Funds

June 30, 2005
(Expressed in Thousands)

Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Assets -
Current assets:

Cash and cash equivalents  . . . . . . . . . $         130 $      557 $    12,734 $        10 $     13,431 
Investments . . . . . . . . . . . . . . . . . . . . . . 170,147 191,599 361,746 
Other accounts receivable . . . . . . . . . . 11,529 $ 136,234 21,083 17,645 4,974 191,465 
Due from other funds  . . . . . . . . . . . . . 155,267 63,762 270 111,673 330,972 
Intergovernmental receivables . . . . . . 450 450 
Inventories.  . . . . . . . . . . . . . . . . . . . . . . 3,282 1,587 7,475 12,344 
Loans and notes receivable, net . . . . . 46,072 129 46,201 
Investment in direct financing leases 23,359 23,359 
Other assets . . . . . . . . . . . . . . . . . . . . . . 100 43 1,592 1,735 
Current restricted assets:

Cash and cash equivalents  . . . . . . . 267,342 201,491 468,833 
Cash on deposit with U.S. Treasury 867,696 867,696 
Investments . . . . . . . . . . . . . . . . . . . . 266,808 45,071 93,501 405,380 
Loans and notes receivable, net . . . 48,302 48,302 
Other accounts receivable . . . . . . . . 25,822 25,822 

Total current assets  . . . . . . . . . . . 991,519 1,003,930 133,798 542,636 125,853 2,797,736 
Non-current assets:

Investments . . . . . . . . . . . . . . . . . . . . . . 50,551 1,105 51,656 
Due from other funds  . . . . . . . . . . . . . 9,618 9,618 
Loans and notes receivable, net . . . . . 867,998 515 868,513 
Investment in direct financing leases 432,834 432,834 
Other assets . . . . . . . . . . . . . . . . . . . . . . 4,679 4,679 
Restricted non-current assets:

Investments . . . . . . . . . . . . . . . . . . . . 627,400 214,836 842,236 
Deferred charges  . . . . . . . . . . . . . . . 10,587 10,587 
Loans and notes receivable, net . . . 1,348,682 1,348,682 
Other accounts receivable . . . . . . . . 536 536 

Capital assets, net of accumulated depreciation:
Land  . . . . . . . . . . . . . . . . . . . . . . . . . . 110,008 110,008 
Structures and improvements  . . . . 28,444 443 28,887 
Equipment . . . . . . . . . . . . . . . . . . . . . 47 2,109 4,271 5,544 11,971 
Infrastructure  . . . . . . . . . . . . . . . . . . 1,347,618 96 1,347,714 

Total non-current assets  . . . . . . . 2,905,801 216,945 1,937,472 7,703 5,067,921 
Total assets  . . . . . . . . . . . . . . . . 3,897,320 1,003,930 350,743 2,480,108 133,556 7,865,657 
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Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Liabilities -
Current  liabilities:

Accounts payable and 
accrued liabilities  . . . . . . . . . . . . . . . 64,638 25,702 31,947 45,010 1,537 168,834 

Due to other funds . . . . . . . . . . . . . . . . 398 38,307 10,289 48,994 
Accrued insurance on loan losses  . . . 142 11,251 11,393 
Other liabilities . . . . . . . . . . . . . . . . . . . 14,708 45,004 1,315 1,155 62,182 
Deferred revenue  . . . . . . . . . . . . . . . . . 26 3,237 8,114 1,164 12,541 
Revenue bonds payable - current  . . . 289,919 28,080 317,999 

Total current liabilities  . . . . . . . . . . 369,831 25,702 118,495 92,808 15,107 621,943 
Non-current liabilities:

Other liabilities . . . . . . . . . . . . . . . . . . . 37,109 186,902 14,064 1,505 239,580 
Revenue bonds payable  . . . . . . . . . . . 1,771,837 735,479 2,507,316 

Total non-current liabilities  . . . . . . 1,808,946 186,902 749,543 1,505 2,746,896 
Total  liabilities  . . . . . . . . . . . . . . . 2,178,777 25,702 305,397 842,351 16,612 3,368,839 

Net Assets -
Invested  in capital assets, 

net of related debt  . . . . . . . . . . . . . . 47 436 1,211,357 6,083 1,217,923 
Restricted for:

Debt service  . . . . . . . . . . . . . . . . . . . 68,295 68,295 
Capital improvements . . . . . . . . . . . 259,468 259,468 
Unemployment compensation 

benefits  . . . . . . . . . . . . . . . . . . . . . 978,228 978,228 
Loan programs  . . . . . . . . . . . . . . . . . 422,122 422,122 
Insurance programs . . . . . . . . . . . . . 98,289 98,289 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . 1,625 1,625 

Unrestricted  . . . . . . . . . . . . . . . . . . . . . 1,296,374 44,910 97,012 12,572 1,450,868 
Total  net assets  . . . . . . . . . . . . . . $1,718,543 $978,228 $45,346 $1,637,757 $116,944 $4,496,818 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Revenues, Expenses
and Changes in Fund Net Assets

Enterprise Funds
For the Year Ended June 30, 2005

(Expressed in Thousands)

Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Operating revenues:
Lottery ticket sales  . . . . . . . . . . . . . . . . $1,485,733 $1,485,733 
Charges for services and sales  . . . . . . $ 8,367 $543,994 $ 329,833 $ 42,575 924,769 
Loan and grant recoveries  . . . . . . . . . 8,682 6,898 15,580 
Unrestricted interest on loan income 19,966 559 20,525 
Restricted interest on loan income  . . 90,358 90,358 
Other  . . . . . . . . . . . . . . . . . . . . . . . . 3,364 7,504 13 10,881 

Total operating revenues  . . . . . . 130,737 550,892 1,485,733 337,337 43,147 2,547,846 
Operating expenses:

Prizes and claims  . . . . . . . . . . . . . . . . . 856,232 856,232 
Commissions and bonuses . . . . . . . . . 97,592 97,592 
Cost of sales and services  . . . . . . . . . . 20,183 31,689 51,872 
Operation and maintenance 

of facilities  . . . . . . . . . . . . . . . . . . . . . 3,678 225,887 229,565 
General and administrative  . . . . . . . . 24,312 29,678 10,705 8,300 72,995 
Benefit payments  . . . . . . . . . . . . . . . . . 432,125 432,125 
Restricted interest expense  . . . . . . . . . 104,808 104,808 
Depreciation and amortization  . . . . . 5,188 1,500 54,092 1,098 61,878 
Provision for (reduction in)

insurance on loan losses  . . . . . . . . . 7,594 (3,282) 4,312 
Other  . . . . . . . . . . . . . . . . . . . . . . . . 28,103 28,103 

Total operating expenses  . . . . . . 173,683 432,125 1,005,185 290,684 37,805 1,939,482 
Operating income (loss)  . . . . . (42,946) 118,767 480,548 46,653 5,342 608,364 

Non-operating revenues (expenses):
Unrestricted interest and other

investment income . . . . . . . . . . . . . . 21,172 (2,237) 5,314 24,249 
Restricted interest and other

investment income . . . . . . . . . . . . . . 66,250 39,913 29,324 2,200 137,687 
Interest expense  . . . . . . . . . . . . . . . . . . (90) (34,154) (34,244)
Federal grants and distributions  . . . . 18,702 18,702 
Other  . . . . . . . . . . . . . . . . . . . . . . . . (6,624) 3 (6,621)

Total non-operating revenues
(expenses)  . . . . . . . . . . . . . . . . . . . 80,798 58,615 (2,327) 484 2,203 139,773 
Income before contributions

and transfers  . . . . . . . . . . . . . . . 37,852 177,382 478,221 47,137 7,545 748,137 
Capital contributions . . . . . . . . . . . . . . . . 51,448 51,448 
Transfers in  . . . . . . . . . . . . . . . . . . . . . . . . 63,053 63,053 
Transfers out  . . . . . . . . . . . . . . . . . . . . . . . (4,775) (477,098) (2,000) (483,873)

Change in net assets  . . . . . . 147,578 177,382 1,123 47,137 5,545 378,765 
Total net assets - beginning  . . . . . . . . . . 1,570,965 800,846 11,282 1,590,620 111,399 4,085,112 

Restatement of prior period (Note 1) 32,941 32,941 
Total net assets - ending  . . . . . . . . . . . . . $1,718,543 $978,228 $ 45,346 $1,637,757 $116,944 $4,496,818 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Cash Flows
Enterprise Funds

For the Year Ended June 30, 2005
(Expressed in Thousands)

Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Cash flows from operating activities:
Receipts from customers . . . . . . . . . . . $ 541,616 $ 544,564 $1,486,270 $ 323,418 $ 41,549 $ 2,937,417 
Payments to suppliers . . . . . . . . . . . . . (1,834) (39,906) (229,852) (27,333) (298,925)
Payments to employees  . . . . . . . . . . . (10,162) (10,396) (66,293) (13,861) (100,712)
Other receipts (payments)  . . . . . . . . . (425,089) (427,945) (96,255) 29,365 1,553 (918,371)
Lottery prize payments . . . . . . . . . . . . (860,642) (860,642)

Net cash provided (used) by 
operating activities  . . . . . . . . . . . 104,531 116,619 479,071 56,638 1,908 758,767 

Cash flows from noncapital 
financing activities:
Proceeds from the sale of 

revenue bonds  . . . . . . . . . . . . . . . . . 395,710 395,710 
Payment on revenue bonds  . . . . . . . . (644,973) (22,205) (667,178)
Interest payments  . . . . . . . . . . . . . . . . (100,866) (6,649) (107,515)
Transfers in  . . . . . . . . . . . . . . . . . . . . . . 60,785 60,785 
Transfers out  . . . . . . . . . . . . . . . . . . . . . (4,775) (478,645) (2,000) (485,420)
Capital contributions . . . . . . . . . . . . . . 52,004 52,004 
Grants  . . . . . . . . . . . . . . . . . . . . . . . . . . 18,702 18,702 
Lottery installment payments  . . . . . . (48,563) (48,563)
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . (7,448) 4,523 (2,925)

Net cash provided (used) by 
noncapital financing activities  . . (249,563) 23,225 (527,208) (28,854) (2,000) (784,400)

Cash flows from capital and related 
financing activities:
Proceeds from notes payable and 

revenue bonds  . . . . . . . . . . . . . . . . . 160,730 160,730 
Principal paid on notes payable and 

revenue bonds  . . . . . . . . . . . . . . . . . (5,945) (5,945)
Interest payments  . . . . . . . . . . . . . . . . (90) (22,893) (22,983)
Acquisition of capital assets . . . . . . . . (20) (100) (83,797) (2,108) (86,025)
Payment of capital lease obligations . (1,459) (1,459)

Net cash provided (used) by capital 
and related financing activities  . (20) (1,649) 48,095 (2,108) 44,318 

Cash flows from investing activities:
Purchase of investments  . . . . . . . . . . . (779,708) (1,885,738) (2,665,446)
Proceeds from maturity and 

sale of investments  . . . . . . . . . . . . . 939,036 48,563 1,738,875 2,726,474 
Interest on investments . . . . . . . . . . . . 22,430 39,913 10,502 2,200 75,045 
Acquisition of assets leased in direct 

financing leases  . . . . . . . . . . . . . . . . (85,049) (85,049)
Receipts from investment in direct 

financing leases  . . . . . . . . . . . . . . . . 95,139 95,139 
Net cash provided (used) by 

investing activities  . . . . . . . . . . . . . . 181,758 39,913 48,563 (126,271) 2,200 146,163 
Net change in cash and 

cash equivalents  . . . . . . . . . . . . . . 36,706 179,757 (1,223) (50,392) 164,848 
Balance - beginning of the year  . . . 230,766 687,939 1,780 264,617 10 1,185,112 
Balance - end of the year  . . . . . . . . $ 267,472 $ 867,696 $ 557 $ 214,225 $ 10 $ 1,349,960 
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Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Reconciliation of operating income 
(loss) to net cash provided (used) 
by operating activities:
Operating income (loss)  . . . . . . . . . . . $ (42,946) $118,767 $480,548 $ 46,653 $ 5,342 $ 608,364 

Adjustments to reconcile operating 
income (loss) to net cash provided 
(used) by operating activities:

Depreciation and amortization  . . . 2,365 1,500 54,092 1,098 59,055 
Interest on bonds  . . . . . . . . . . . . . . . 117,339 117,339 

Effect of changes in assets and liabilities:
Other accounts receivable . . . . . . . . 9,433 (6,329) 887 131 (747) 3,375 
Intergovernmental receivables . . . . (125) (125)
Due from other funds  . . . . . . . . . . . 12,166 1,231 287 13,684 
Inventories  . . . . . . . . . . . . . . . . . . . . (1,966) (436) (1,276) (3,678)
Loans and notes receivable  . . . . . . 60,091 70 60,161 
Other assets . . . . . . . . . . . . . . . . . . . . 64 49 1,479 1,592 
Investments . . . . . . . . . . . . . . . . . . . . (55,975) (55,975)
Accounts payable and accrued 

liabilities  . . . . . . . . . . . . . . . . . . . . (3,075) 4,181 (2,990) (44,782) (452) (47,118)
Due to other funds . . . . . . . . . . . . . . (1,028) (2,835) (3,863)
Accrued insurance on loan losses  . (41) (3,695) (3,736)
Other liabilities . . . . . . . . . . . . . . . . . 6,058 162 1,016 372 7,608 
Deferred revenue  . . . . . . . . . . . . . . . 80 (350) 2,924 (570) 2,084 
Total adjustments . . . . . . . . . . . . . . . 147,477 (2,148) (1,477) 9,985 (3,434) 150,403 

Net cash provided by operating
activities  . . . . . . . . . . . . . . . . . . . . . . . . $ 104,531 $116,619 $479,071 $ 56,638 $ 1,908 $ 758,767 

Noncash transactions 
(amounts expressed in thousands):

Loan Programs - 
Unrealized loss on investments . . . . . $ (1,155)

Lottery Agency - 
Unrealized loss on investments . . . . . $ (2,237)

Transportation Authority - 
Additions to capital assets  . . . . . . . . . $ 4,633 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Fiduciary Net Assets
Fiduciary Funds

June 30, 2005
(Expressed in Thousands)

Pension and Other Investment
Employee Benefits Trust Agency

Trust Funds Fund Funds 

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $   939,394 $ 60,015 
Investments:

U.S. Treasury and agency obligations . . . . . . . . . . . . . . . . . . . . 661,852 $1,122,724 
Repurchase agreements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 486,752 
Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,259,841 
Corporate equity securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,916,071 
Commercial paper  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84,778 
Bankers acceptances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,500 
Mortgage related securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,751,919 
Mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,481,465 88,020 
Guaranteed investment contracts  . . . . . . . . . . . . . . . . . . . . . . . 509,833 
Real estate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 834,402 
Annuity contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 155,671 
Private equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 161,978 
Investment held by borrowers under

securities lent with cash collateral . . . . . . . . . . . . . . . . . . . . . 2,423,187 
Total investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,156,219 1,791,774 

Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 176,594 
Accounts receivable from state treasury  . . . . . . . . . . . . . . . . . . . 1,372,945 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 396,042 992 2,400 
Collateral for lent securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,485,395 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,977,050 1,792,766 1,611,954 
Liabilities:

Accounts payable to state treasury  . . . . . . . . . . . . . . . . . . . . . . . . 103,127 
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . 1,333,911 19,800 123,558 
Accounts payable to political subdivisions  . . . . . . . . . . . . . . . . . 1,385,269 
Collateral obligation for lent securities  . . . . . . . . . . . . . . . . . . . . 2,485,395 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,819,306 19,800 1,611,954 
Net assets:

Held in trust for:
Pension benefits (A schedule of funding progress

for each of the plans may be found on pages 87 & 88)  . . . 32,170,739 
Deferred compensation benefits  . . . . . . . . . . . . . . . . . . . . . . . . 1,987,005 
Local Government Investment Pool participants  . . . . . . . . . . 1,772,966 

Total net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $34,157,744 $1,772,966 $             -

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Changes in Fiduciary Net Assets
Fiduciary Funds

For the Year Ended June 30, 2005
(Expressed in Thousands)

Pension and Other
Employee Benefits Investment

Trust Funds Trust Fund

Additions:
Contributions:

Employers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 259,550 
Members  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 351,553 $5,041,097 
Sponsors  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 430,699 

Total contributions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,041,802 5,041,097 
Investment earnings:

Net increase in fair value of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,486,801 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 297,752 37,451 
Dividends  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 221,500 
Real estate operating net earnings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,453 
Net change in annuity reserves  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,998 

Total investment earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,043,504 37,451 
Less: investment expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102,806 

Net investment earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,940,698 37,451 
Total additions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,982,500 5,078,548 

Deductions:
Benefit payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,827,614 
Distributions to participants  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,451 
Redemptions (unit transactions at $1.00 per unit)  . . . . . . . . . . . . . . . . . . . . . . . 4,909,696 
Refunds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,162 
Administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,826 

Total deductions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,874,602 4,947,147 
Change in net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,107,898 131,401 

Net assets - beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,049,846 1,641,565 
Net assets - ending . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $34,157,744 $1,772,966 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

COMPONENT UNIT FINANCIAL STATEMENTS

Major Component Units

Higher Education

Higher education consists of the University System of Maryland, Morgan State University, St. Mary's
College of Maryland and Baltimore City Community College and certain of their foundations. Because the uni-
versities and colleges are similar in nature and function, they have been combined and presented as a single
component unit.  The financial information for certain foundations affiliated with the universities and colleges
has not been included in this fund in accordance with GASB Statement No. 14 as amended by GASB Statement
No. 39.

Maryland Stadium Authority

The Maryland Stadium Authority was created as a body corporate and politic and as an independent 
unit of the Executive Department of the State of Maryland.  The Authority's purpose is to acquire land and 
to construct, operate and/or manage various capital facilities in the State.

Non-major Component Units

Other Component Units

Non-major component units are presented individually in the combining section following the footnotes.
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STATE OF MARYLAND

Combining Statement of Net Assets
Component Units

June 30, 2005
(Expressed in Thousands)

Other
Higher Stadium Component

Education Authority Units Total

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . $ 47,907 $ 288 $ 4,072 $ 52,267 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,892 348,758 351,650 
Endowment investments  . . . . . . . . . . . . . . . . . . . . . . . . 153,713 153,713 
Foundation investments  . . . . . . . . . . . . . . . . . . . . . . . . . 641,372 641,372 
Tuition contracts receivable  . . . . . . . . . . . . . . . . . . . . . . 86,853 181,570 268,423 
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . 299,182 6,617 14,481 320,280 
Due from primary government  . . . . . . . . . . . . . . . . . . . 715,673 4,799 39,115 759,587 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,903 10,903 
Prepaid items  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,703 4,703 
Deferred charges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,390 4,637 7,027 
Loans and notes receivable, net . . . . . . . . . . . . . . . . . . . 80,534 4,888 85,422 
Investments in direct financing leases  . . . . . . . . . . . . . 295,053 9,167 304,220 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,876 151 12,280 19,307 
Restricted assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . 99,717 75 99,792 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68,694 14,142 24,239 107,075 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28 28 

Capital assets, net of accumulated depreciation: 
Land  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127,315 5,783 133,098 
Art and historical treasures  . . . . . . . . . . . . . . . . . . . . 343 343 
Structures and improvements  . . . . . . . . . . . . . . . . . . 2,560,923 244,127 18,313 2,823,363 
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,757 1,398 110,155 
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 317,772 1,354 8,337 327,463 
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . 348,619 2,291 350,910 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,685,166 576,131 669,804 6,931,101 
Liabilities:

Salaries payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103,592 103,592 
Accounts payable and accrued liabilities . . . . . . . . . . . 123,626 5,558 12,126 141,310 
Due to primary government  . . . . . . . . . . . . . . . . . . . . . 540 540 
Loans from primary government  . . . . . . . . . . . . . . . . . 160 160 
Unearned revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96,821 12,652 369 109,842 
Accrued insurance on loan losses  . . . . . . . . . . . . . . . . . 4,744 4,744 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,439 279 2,718 
Bonds and notes payable:

Due within one year  . . . . . . . . . . . . . . . . . . . . . . . . . . 67,933 12,915 2,990 83,838 
Due in more than one year . . . . . . . . . . . . . . . . . . . . . 1,043,952 296,272 22,442 1,362,666 

Other noncurrent liabilities:
Due within one year  . . . . . . . . . . . . . . . . . . . . . . . . . . 69,119 87 24,616 93,822 
Due in more than one year . . . . . . . . . . . . . . . . . . . . . 117,410 559 567,727 685,696 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,624,892 328,583 635,453 2,588,928 
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Other
Higher Stadium Component

Education Authority Units Total

Net Assets:
Invested in capital assets, net of related debt  . . . . . . . 2,396,929 231,290 25,469 2,653,688 
Restricted:

Debt service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,414 3,414 
Capital improvements and deposits  . . . . . . . . . . . . . 10,802 10,802 
Nonexpendable:

Scholarships and fellowships . . . . . . . . . . . . . . . . . 180,533 180,533 
Research . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,271 6,271 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 288,217 288,217 

Expendable:
Debt service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,752 3,752 
Capital projects . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,758 42,758 
Loans and notes receivable . . . . . . . . . . . . . . . . . . . 83,730 83,730 
Scholarships and fellowships . . . . . . . . . . . . . . . . . 108,283 108,283 
Research . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101,870 101,870 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200,198 200,198 

Unrestricted  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 647,733 2,042 8,882 658,657 
Total net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,060,274 $247,548 $ 34,351 $4,342,173 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Activities
Component Units

For the Year Ended June 30, 2005
(Expressed in Thousands)

Other
Higher Stadium Component

Education Authority Units Total

Expenses:
General and administrative  . . . . . . . . . . . . . . . . . . . . . . $ 5,687 $ 11,861 $ 17,548 
Operation and maintenance of facilities . . . . . . . . . . . . $ 231,298 16,663 70,377 318,338 
Provision for insurance on loan losses, net  . . . . . . . . . (313) (313)
Instruction  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 946,167 946,167 
Research . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 660,559 660,559 
Public service  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 146,888 146,888 
Academic support  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 265,385 265,385 
Student services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129,836 129,836 
Institutional support  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 311,278 311,278 
Scholarships and fellowships . . . . . . . . . . . . . . . . . . . . . 62,050 62,050 
Tuition benefits  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,417 62,417 
Auxiliary  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 360,670 360,670 
Hospitals  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,940 61,940 
Interest on long-term debt  . . . . . . . . . . . . . . . . . . . . . . . 47,872 18,854 1,478 68,204 
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . 2,096 13,228 2,693 18,017 
Foundation expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111,801 111,801 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,003 3,843 812 7,658 

Total expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,340,843 58,275 149,325 3,548,443 
Program revenues:

Charges for services:
Student tuition and fees (net of $158,797 

in allowances)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 831,783 831,783 
Auxiliary enterprises (net of $20,705 

in allowances)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 402,579 402,579 
Restricted investment earnings  . . . . . . . . . . . . . . . . . 73,455 1,307 277 75,039 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 156,254 28,899 172,024 357,177 

Total charges for services  . . . . . . . . . . . . . . . . . . . . 1,464,071 30,206 172,301 1,666,578 
Operating grants and contributions  . . . . . . . . . . . . . . . 1,151,982 22,794 1,174,776 
Capital grants and contributions . . . . . . . . . . . . . . . . . . 180,949 8,110 2 189,061 

Total program revenues  . . . . . . . . . . . . . . . . . . . . . 2,797,002 61,110 172,303 3,030,415 
Net program revenue (expense)  . . . . . . . . . . . . (543,841) 2,835 22,978 (518,028)

General revenues:
Grants and contributions not restricted to 

specific programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 866,624 866,624 
Unrestricted investment earnings  . . . . . . . . . . . . . . . . . 54,504 104 25,761 80,369 

Additions to permanent endowments  . . . . . . . . . . . . . . . . 728 728 
Total general revenues and additions to 

permanent endowments  . . . . . . . . . . . . . . . . . . . 921,856 104 25,761 947,721 
Change in net assets . . . . . . . . . . . . . . . . . . . . . 378,015 2,939 48,739 429,693 

Net assets - beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,682,259 244,609 (14,388) 3,912,480 
Net assets - ending . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,060,274 $247,548 $ 34,351 $4,342,173 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Notes to the Financial Statements
For the year ended June 30, 2005

1.  Summary of Significant Accounting Policies:
A. Reporting Entity

The accompanying financial statements include the various departments, agencies, and other organizational units gov-
erned by the General Assembly and/or Constitutional Officers of the State of Maryland (State).

As required by accounting principles generally accepted in the United States of America (GAAP), these financial state-
ments present the state government (primary government) and its component units (entities for which the State is consid-
ered to be financially accountable).  The Governmental Accounting Standards Board (GASB) has set forth criteria to be con-
sidered in determining financial accountability.  These criteria include the State appointing a voting majority of an organi-
zation's governing body and (1) the ability of the governing body to impose its will on that organization, or (2) the potential
for the organization to provide specific financial benefits to, or impose specific financial burdens on, the State.

Discrete Component Units

These component units are entities which are legally separate from the State, but are financially accountable to the State,
or whose relationships with the State are such that exclusion would cause the State's financial statements to be misleading
or incomplete.  The Component Units column of the government-wide financial statements includes the financial data of the
following major component units.  Individual statements are presented for each.

Higher Education (Proprietary Fund Type) – Higher Education consists of the University System of Maryland,
Morgan State University, St. Mary's College of Maryland and Baltimore City Community College and certain of their
foundations. Each entity is governed by its own Board of Regents, or Board of Trustees, whose members are appoint-
ed by the Governor.  The universities and colleges are funded through State appropriations, tuition, Federal grants,
and private donations and grants.  Because the universities and colleges are similar in nature and function, they have
been combined and presented as a single discretely presented component unit.  Some of the financial information for
foundations affiliated with the universities and colleges has not been included with the financial information of the
universities and colleges in accordance with the requirements of GASB Statement No. 14 as amended by GASB
Statement No. 39.

Maryland Stadium Authority (Proprietary Fund Type) - The Maryland Stadium Authority (Authority) was creat-
ed as a body corporate and politic and as an independent unit of the Executive Department of the State.  The
Authority’s purpose is to acquire land and to construct, operate and/or manage various capital facilities in the State.
The Board consists of seven members, of which, six are appointed by the Governor, with the advice and consent of the
State Senate, and one whom is appointed by the Mayor of Baltimore City, with the advice and consent of the State
Senate.  The Maryland State Legislature and the Board of Public Works (consisting of the Governor, Comptroller and
the Treasurer) have approved all of the projects and bond issuances of the Authority.

The non-major component units are comprised of the following proprietary fund type entities.

The Maryland Food Center Authority (Authority) is a body corporate and politic, the governing board of which is
composed of twelve members.  Four members are State officials, and eight members are appointed by the Governor.
The Authority was created to establish and operate a consolidated wholesale food center within the Greater Baltimore
Region and is subject to State regulations.

The Maryland Environmental Service (Service) was created as a body corporate and politic and is governed by a
nine-member Board of Directors.  The Board of Directors and the officers of the Service are appointed and/or
approved by the Governor.  The Service helps private industry and local governments manage liquid, solid and haz-
ardous wastes.  In accordance with direction from the Governor, the Service plans and establishes major resource
recovery facilities, solid waste management plans and hazardous waste management programs.

The Maryland Industrial Development Financing Authority (Authority) was established as a body corporate and
politic and a public instrumentality of the State.  The Authority consists of nine members, the Secretary of the
Department of Business and Economic Development, or his designee, the State Treasurer or the State Comptroller, as
designated by the Governor; and seven members appointed by the Secretary of the Department of Business and
Economic Development and approved by the Governor.  The Authority provides financial assistance to enterprises
seeking to locate or expand operations in Maryland.

The Maryland College Prepaid Trust is directed by the Maryland Higher Education Investment Board.  The Board
consists of four State officials and five members of the public appointed by the Governor.  The Trust provides a method
for Maryland citizens to save money for college tuition.

Complete financial statements of the individual component units and the Local Government Investment Pool of the
Investment Trust Fund may be requested from the Comptroller of Maryland, LLG Treasury Building, Annapolis,
Maryland 21404.
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Related Organizations

The Maryland Economic Development Corporation, Injured Workers’ Insurance Fund and the Maryland Automobile
Insurance Fund are related organizations of the State.  The Governor appoints a majority of the Board of Directors, but the
State does not have the ability to impose its will on the organizations, and there is no financial benefit/burden relationship.

B. Government-wide and Fund Financial Statements

The State’s government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all nonfiduciary activities of the primary government and its component units.  Interfund activity has been
removed from these statements except for certain charges for services between activities that would distort the direct costs
and program revenues reported for the applicable functions.  Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support.  Likewise, the primary government is reported separately from certain legally sepa-
rate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment is offset
by program revenues.  Direct expenses are those that are clearly identifiable with a specific function or segment.  Expenses
reported for functional activities include allocated indirect expenses.  Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment
and 2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function
or segment.  Taxes and other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though
the latter are excluded from the government-wide financial statements.  Major individual governmental funds and major
individual enterprise funds are reported as separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accru-
al basis of accounting, as are the proprietary fund and fiduciary fund other than the agency funds, financial statements.  The
agency funds are reported using the accrual basis of accounting, but have no measurement focus. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.  Property
taxes are recognized as revenues in the year for which they are levied.  Grants and similar items are recognized as revenue
as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurements focus and the
modified accrual basis of accounting.  Revenues are recognized as soon as they are both measurable and available.  Revenues
are considered to be available when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period.  For this purpose, the government considers all revenues to be available if they are collected within 60
days of the end of the current fiscal period.  Expenditures generally are recorded when a liability is incurred, as under accru-
al accounting.  However, debt service expenditures, as well as expenditures related to retirement costs, compensated
absences and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be sus-
ceptible to accrual and so have been recognized as revenues of the current fiscal period.  All other revenue items are consid-
ered to be measurable and available only when cash is received by the government.

The State reports the following major governmental funds:

General Fund:

Transactions related to resources obtained and used for those services traditionally provided by a state government,
which are not accounted for in other governmental funds, are accounted for in the general fund.  These services include,
among other items, general government, health and mental hygiene, education (other than higher education institutions),
human resources, public safety, judicial, labor, licensing and regulation, natural resources and recreation, housing and com-
munity development, environment, agriculture, and business and economic development.  Resources obtained from Federal
grants and used for activities accounted for in the general fund, consistent with applicable legal requirements, are recorded
in the general fund.

Maryland Department of Transportation, Special Revenue Fund:

Transactions related to resources obtained, the uses of which are restricted for specific purposes, are accounted for in the
special revenue fund.  The Maryland Department of Transportation special revenue fund accounts for resources used for
operations (other than debt service and pension activities) of the Maryland Department of Transportation, including con-
struction or improvement of transportation facilities and mass transit operations.

Enterprise Funds:

Transactions related to commercial types of activities operated by the State are accounted for in the enterprise funds.  The
enterprise funds differ from governmental funds in that the focus is on the flow of economic resources, which, together with
the maintenance of equity, is an important financial indicator.
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The major enterprise funds are as follows.

1. The Economic Development Loan Programs includes the direct loan programs of the Maryland Departments of
Housing and Community Development, Business and Economic Development and Environment.

2. The Unemployment Insurance Program reflects the transactions, assets, liabilities and net assets of the Unemployment
Insurance Program and is used to account for the unemployment taxes collected from employers, Federal revenue
received and remittance of benefits to the unemployed.  

3. The Maryland State Lottery Agency operates the State Lottery.

4. The Maryland Transportation Authority is responsible for the operation and maintenance of toll roads, bridges and
tunnels in the State.  

The State reports the following fiduciary funds.

1. The Pension and Other Employee Benefits Trust Fund includes the State Retirement and Pension System of Maryland,
the Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan.  The Trust Fund reflects the
transactions, assets, liabilities and net assets of the plans administered by the State and is accounted for using the flow
of economic resources measurement focus.  The Deferred Compensation Plan, which is reported as of and for its peri-
od ended December 31, accounts for participant earnings deferred in accordance with Internal Revenue Code Sections
457, 403(b), 401(a), and 401(k).  Amounts deferred are invested and are not subject to Federal income taxes until paid
to participants upon termination or retirement from employment, death or for an unforeseeable emergency.

2. The Investment Trust Fund reflects the transactions, assets, liabilities and net assets of the Maryland Local
Government Investment Pool and is accounted for using the flow of economic resources measurement focus.

3. The agency funds are custodial in nature and do not present the results of operations or have a measurement focus.
The State uses agency funds to account for the receipt and disbursement of litigants, patient and prisoner accounts,
various taxes collected by the State for distribution to political subdivisions and amounts withheld from employees’
payroll.

D. Change in Accounting Principles and Restatement of Beginning Balances:

As of July 1, 2004, the State Lottery Agency, an enterprise fund, changed its accounting principle regarding the valuation
of investments held to fund annuity prizes payable from the present value method to the fair value method as permitted by
GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools.
This statement resulted in changes in the unrealized value of investments recognized as income.  Accordingly, the beginning
net assets for the State Lottery Agency are restated as follows (amounts expressed in thousands).

Beginning net assets as previously reported  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,282
Recognition of net increase in fair value of investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,941
Beginning net assets, as restated  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $44,223

E. Implementation of New Pronouncement:

Effective July 1, 2004, the State has implemented GASB Statement No. 40, Deposit and Investment Risk Disclosures - an
amendment of GASB Statement No. 3, which addresses common deposit and investment risks. This standard had no impact
on the State's financial position.

F.  New Pronouncements:

In November 2003, GASB issued Statement No. 42, Accounting and Financial Reporting for Impairment of Capital Assets
and for Insurance Recoveries, effective for periods beginning after December 15, 2004. In June 2004, Statement No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, was issued by the
GASB effective for periods beginning after December 15, 2006.  In December 2004, GASB issued Statement No. 46, Net Assets
Restricted by Enabling Legislation - an amendment of GASB Statement No. 34, which clarifies the meaning of a legally
enforceable enabling legislation restriction for the purpose of restricting net assets.  In June 2005, Statement No. 47,
Accounting for Termination Benefits, was issued by the GASB.  GASB Statements No. 46 and 47 are effective for periods
beginning after June 15, 2005. The State is in the process of assessing the impact of these statements and will implement them
as of the effective dates.  Although the assessment of the impact of GASB Statement No. 45 is not completed, it is expected
to have a material effect on the State’s financial position.

2. Significant Accounting Policies - Assets, Liabilities and Net Assets or Equity:
A. All Funds:

Deposits with Financial Institutions and Investments:

Substantially all cash and cash equivalents of the governmental fund types and certain enterprise, fiduciary funds and
component units are maintained by the State Treasurer on a pooled basis.  The State Treasurer's Office invests short-term cash
balances on a daily basis primarily in repurchase agreements, U.S. Government obligations and money market mutual funds.
Under the State Finance and Procurement Article of the Annotated Code of Maryland, Title 6, Subtitle 2, the State Treasurer
may only invest in the following:
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• Any obligation for which the United States Government has pledged its faith and credit for the payment of principal
and interest.

• Any obligation that a United States agency issues in accordance with an act of Congress.

• Repurchase agreements that any of the above obligations secure.

• Certificates of deposits of Maryland financial institutions.

• Banker's acceptances.

• Money market mutual funds.

• Commercial paper.

• Maryland Local Government Investment Pool.

In addition, bond sale proceeds may be invested in Municipal securities.  A significant portion of the investments main-
tained by the State Treasurer consists of repurchase agreements.  Collateral must be at least 102% of the book value of the
repurchase agreements and must be delivered to the State Treasurer's custodian for safekeeping.

Investments are recorded at fair value and changes in fair value are recognized as revenue.  Fair values are based on quo-
tations from national security exchanges and security pricing services, or by the respective fund managers for securities
which are not actively traded.  Investments maturing within 90 days of purchase are reported in the financial statements as
cash and cash equivalents.

The State Retirement and Pension System of Maryland (System), in accordance with State Personnel and Pensions Article
Section 21-123 of the Annotated Code of Maryland, is permitted to make investments subject to the terms, conditions, limi-
tations, and restrictions imposed by the Board of Trustees of the System.  The law further provides that no more than 25% of
the assets that are invested in common stocks may be invested in nondividend paying common stocks.  In addition, no
investment in any one organization may constitute more than 5% of the total assets of the System.  The System is authorized
by Section 21-116 of the State Personnel and Pensions Article to establish and maintain the investment policy manual, which
authorizes investing in all major sectors of the capital market in order to diversify and minimize total investment program
risk.  Such sectors include, but are not limited to, common stock, preferred stock, convertible securities, warrants and simi-
lar rights of U.S. and non-U.S. companies; private equity - direct/partnership/funds; real estate investment trusts; commin-
gled real estate funds; directly owned real estate; fixed income obligations of the U.S. government and its states and local
subdivisions, non-U.S. governments and their states and local subdivisions, U.S. and non-U.S. companies, and supra-nation-
al organizations; futures and options; foreign exchange forward and future contracts and options; equity index futures; and
equity options.  

Investments of the System and the Maryland Transit Administration (MTA) Pension Plan are stated at fair value.  The
investments of the MTA Pension Plan are held and invested on their behalf by the System.  For fixed income securities, fair
value is based on quoted market prices provided by independent pricing services.  Securities traded on a national or inter-
national exchange are valued at the last reported sales price at current exchange rates.  Mortgages and mortgage related secu-
rities are valued on the basis of real estate investments which are based on estimated current values and independent
appraisals.  Fair value for private equity investments and mutual funds (other than those funds traded on a national or inter-
national exchange) is based on information provided by the applicable fund managers.

State employees are offered participation in deferred compensation plans created in accordance with the Internal Revenue
Code, Sections 401(a), 401(k), 403(b), and 457.  The Board of Trustees of the Maryland Teachers and State Employees
Supplemental Retirement Plans is responsible for the implementation, maintenance and administration of the Plans.  The
Board has appointed a private company as the Plans' administrator.  Assets of the Plans are held in trusts for the exclusive
benefit of participating employees and their beneficiaries.  Investments of the Plans are stated at fair value.  Fair value of the
investments is valued at cost plus interest credited for fixed earnings investment contract pools and at fair value based on
published quotations at each December 31, or net asset value as provided by the investment carrier, for variable earnings
investments.

Retirement Costs:

Substantially all State employees participate in one of several State retirement systems.  (See Footnote 15.)  The State also
provides retirement benefits to teachers and certain other employees of its political subdivisions.  Retirement costs have been
provided on the accrual basis, based upon actuarial valuations except that retirement expenditures for governmental funds
represent amounts contributed by the State for the fiscal year.

Accrued Self-Insurance Costs:

The accrued self-insurance costs represent the State’s liability for its various self-insurance programs.  The State is self-
insured for general liability, property and casualty, workers’ compensation, environmental and anti-trust liabilities and cer-
tain employee health benefits.  The State records self-insurance expenses in the proprietary funds and discretely presented
component units on an accrual basis and the modified accrual basis for the governmental funds.  The long-term accrued self-
insurance costs of the governmental funds, which are not expected to be funded with current resources, are reported in the
government-wide financial statements.
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Annual Leave Costs:

Principally all full-time employees accrue annual leave based on the number of years employed up to a maximum of 25
days per calendar year.  Earned annual leave may be accumulated up to a maximum of 50 days as of the end of each calen-
dar year.  Accumulated earned but unused annual leave for general government employees is accounted for in the govern-
ment-wide financial statements.  Liabilities for accumulated earned but unused annual leave applicable to proprietary funds
and component units are reported in the respective funds.

Capital Assets:

Capital assets, which include property, plant, art and historical treasures, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns
in the government-wide financial statements.  Infrastructure acquired prior to June 30, 1980, is not reported.  Capital assets
are defined by the government as assets with an initial, individual cost of more than $50,000 and an estimated useful life in
excess of two years.  Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.  The costs of normal maintenance
and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized.  Major outlays for
capital assets and improvements are capitalized as projects are constructed.  

Capital assets of the primary government, as well as the component units, are depreciated using the straight line method
over the following estimated useful lives:

Assets Years

Buildings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-50
Building improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-50
Vehicles  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-25
Office equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-10
Computer equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-10
Computer software  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-10
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10-50

Long-term Obligations:

In the government-wide financial statements, and for proprietary fund types in the fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-type activ-
ities, or proprietary fund type statement of net assets.  Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds.  Bonds payable are reported net of the applicable bond premium or discount.  Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current period.  The face amount of debt issued is reported as other financing sources.  Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances are reported as other
financing uses.  Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Restricted Resources:

When both restricted and unrestricted resources are available for use, it is the State’s policy to use restricted resources
first, and then unrestricted resources as they are needed.

Debt Refinancing:

The gain or loss associated with debt refinanced is deferred and amortized to interest expense over the remaining life of
the old debt or the life of the new debt whichever is shorter. 

Net Assets:

Net assets are divided into three categories.  Net assets invested in capital assets net of related debt is the capital assets
less accumulated depreciation and outstanding principal of the related debt.  Restricted net assets reflect restrictions on assets
imposed by parties outside the State.  Unrestricted net assets are total net assets of the State less net assets invested in capi-
tal assets net of related debt and restricted net assets.  Unrestricted net assets are comprised mainly of cash, investments,
loans, and receivables.

B. Governmental Funds:

Inventories and Prepaid Items:

All inventories are valued at cost using the first-in/first-out (FIFO) method.  Inventories of governmental funds are
recorded as expenditures when consumed rather than when purchased. 

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in
the fund financial statements under the consumption method.
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Grants:

Revenues from Federal reimbursement type grants are recognized when the related expenditures are incurred and the
revenues are both measurable and available.  The government considers all grant revenues to be available if they are col-
lected within 60 days of the current fiscal period.  Distributions of food stamp benefits are recognized as revenues and expen-
ditures when the benefits are distributed to individual recipients.

Income Taxes:

The State accrues the net income tax receivable or records a deferred revenue based on estimated income tax revenues
and refunds due relating to the fiscal year, that will not be collected or paid until after the fiscal year end.  This accrual is
computed based on projected calendar year net tax collections, tax laws in effect, future projections and historical experience.

Sales and Use Taxes:

The State accrues June sales taxes that are not remitted at year end as a receivable.  These taxes are considered measura-
ble and available since they represent June collections that are remitted to the State in July by merchants who collect the relat-
ed sales tax.

Property Taxes:

The State levies an annual tax for the fiscal year beginning July 1 and ending June 30 on all real property subject to taxa-
tion, due and payable each July 1 and December 1 (lien dates), based on assessed values as of the previous January 1, estab-
lished by the State Department of Assessments and Taxation at 100% of estimated market value.  Each of the counties,
Baltimore City and incorporated municipalities establish rates and levy their own tax on such assessed values.  The State tax
rate in fiscal year 2005 was 13.2 ¢ per $100 of assessed value.  Unpaid property taxes are considered in arrears on October 1
and January 1, respectively, and penalty and interest of 1% is assessed for each month or fraction of a month that the taxes
remain unpaid.  Property taxes are accrued to the extent they are collected within 60 days of year end.

Escheat Property:

Escheat property is property that reverts to the State’s general fund in the absence of legal claimants or heirs.  The escheat
activity is reported in the general fund.  The asset is recognized in the period when the legal claim to the assets arises or when
the resources are received, whichever occurs first, and a liability is recognized for the estimated amount that ultimately will
be reclaimed and paid.

Intergovernmental Expenditures:

General, special revenue and capital projects fund revenues paid to political subdivisions, and bond proceeds granted to
political subdivisions and other public organizations, are recorded as intergovernmental expenditures.  Direct grants and
other payments to, or on behalf of, political subdivisions are recorded as current expenditures.

Capital Assets:

Expenditures for capital assets are reported as capital outlays in the governmental funds.

Compensated Absences:

It is the State’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits.  There is no
liability for unpaid accumulated sick leave since the State does not have a policy to pay any amounts when employees sep-
arate from service with the government.  A liability for vacation pay amounts is reported in governmental funds only if they
have matured, for example, as a result of employee resignations and retirements.

Fund Equity:

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not avail-
able for appropriation or are legally restricted by outside parties for use for a specific purpose.  Designations of fund balance
represent tentative management plans that are subject to change.

C. Enterprise Funds, Fiduciary Funds and Component Units:

Basis of Accounting:

The accounts of the enterprise funds, fiduciary funds, and component units are maintained and reported using the accru-
al basis of accounting.  Under this method, revenues are recorded when earned and expenses are recorded at the time liabil-
ities are incurred.  For both the government-wide business-type activities and the enterprise fund financial statements, the
State has selected the option to apply all applicable GASB pronouncements and only FASB Statements and Interpretations,
Accounting Principles Board (APB) Opinions and Accounting Research Bulletins (ARB) issued on or before November 30,
1989.

Enterprise funds and component units distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and delivering goods in connec-
tion with a proprietary fund’s principal ongoing operations.  Operating expenses include the cost of sales and services,
administrative expenses, and depreciation on capital assets.  All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.
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Cash and Cash Equivalents: 

The enterprise funds consider all highly liquid investments that mature within 90 days of purchase to be cash and cash
equivalents for reporting on the statement of cash flows.

Grants:

Revenues from Federal reimbursement type grants are recorded when the related expenses are incurred.

Capital Assets:

Capital assets are stated at cost.  Depreciation of the cost of capital assets is provided on the straight-line basis over esti-
mated useful lives of 5 to 50 years for depreciable real property and building improvements, and 3 to 10 years for equipment.
Construction period interest is capitalized.  Repairs and maintenance are charged to operations in the period incurred.
Replacements, additions and betterments are capitalized.

Lottery Revenues, Prizes and Related Transfers:

Revenues and prizes of the Maryland State Lottery Agency (Lottery) are primarily recognized when drawings are held.
Certain prizes are payable in deferred installments.  Such liabilities are recorded at the present value of amounts payable in
the future.  State law requires the Lottery to transfer to the State revenues in excess of amounts allocated to prize awards,
operating expenses and capital expenditures.  The excess revenues from certain select games are transferred to the State's
general fund, which then transfers the amounts to the Maryland Stadium Authority for operations and to cover the State’s
capital lease payments to the Maryland Stadium Authority.

Provisions for Insurance and Loan Losses:

Current provisions are made for estimated losses resulting from insuring loans and uncollectible loans.  Loss provisions
are based on the current status of insured and direct loans, including delinquencies, economic conditions, loss experience,
estimated value of collateral and other factors which may affect their realization.

Inventories:

Inventories are stated at the lower of cost or market, using the first-in, first-out method.

3. Deposits with Financial Institutions and the U.S. Treasury and Investments:
Cash and cash equivalents for the governmental funds, enterprise funds, fiduciary funds and component units totaled

$3,670,496,000, $1,349,960,000, $999,409,000, and $126,692,000, respectively, as of June 30, 2005.  Included as cash and cash
equivalents for financial statement presentation were certain short-term investments which are included in Footnote 3.B.
because they mature within 90 days of purchase.  These cash and cash equivalents totaled $3,670,496,000, $480,629,000,
$842,389,000, and $109,903,000 for the governmental funds, enterprise funds, fiduciary funds, and component units, respec-
tively, as of June 30, 2005.

As of June 30, 2005, non-negotiable certificates of deposits totaling $6,612,000 and $4,311,000 were included in the invest-
ments of the governmental and enterprise funds, respectively.

A. Cash Deposits

As of June 30, 2005, the carrying value for the bank deposits of the governmental funds, enterprise funds, fiduciary funds,
and component units were $6,612,000, $873,642,000, $157,020,000 and $16,789,000, respectively.  The bank balances were
$6,612,000, $873,751,000, $157,020,000, and $23,820,000, respectively.  The balances for the component units do not include
the balances for the higher education foundations in the amount of $25,367,000, and they are not included in the GASB
Statement No. 40 disclosure below.  The foundations are not required to and do not follow governmental accounting under
the GASB’s standards.

Custodial Credit Risk. Custodial credit risk is the risk that, in the event of a bank failure, the government's deposits may
not be returned.  Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the
deposits are (a) uncollateralized, (b) collateralized with securities held by the pledging financial institution, or (c) collateral-
ized with securities held by the pledging financial institution's trust department or agent but not in the government's name.
State law permits the Treasurer to deposit in a financial institution in the State, unexpended or surplus money in which the
Treasurer has custody if (a) the deposit is interest bearing; (b) the financial institution provides collateral that has a market
value that exceeds the amount by which a deposit exceeds the deposit insurance; and (c) a custodian holds the collateral.  

The Economic Development Loan Programs, Maryland Transportation Authority, and State Retirement and Pension
System do not have a deposit policy for custodial credit risk.  As of June 30, 2005, $433,000, $255,000, and $95,567,000, respec-
tively, of their bank balances were exposed to custodial credit risk as uninsured and uncollateralized.  The higher education
component unit does not have a deposit policy for custodial credit risk.  As of June 30, 2005, $679,000 of its bank balances
were exposed to custodial credit risk as collateralized with securities held by the pledging financial institution's trust depart-
ment or agent but not in the component unit's name and $1,442,000 of its bank balances were exposed to custodial credit risk
as uninsured and uncollateralized.
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B. Investments:

The State discloses investment risks, below, in accordance with GASB Statement No. 40, which defines these risks as 
follows:

Interest Rate Risk.  Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment.  

Credit Risk.  Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.

Concentration of Credit Risk.  Concentration of credit risk is the risk of loss attributed to the magnitude of a government's
investment in a single issuer. 

Custodial Credit Risk.  Custodial credit risk is the risk that, in the event of the failure of the counterparty, the government
will not be able to recover the value of its investments or collateral securities that are in the possession of an outside
party.  Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered in
the name of the government, and are held by either (a) the counterparty or (b) the counterparty's trust department or
agent but not in the government's name.

Foreign Currency Risk.  Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value
of an investment. 

1.  Investments-Governmental Funds:

The State Treasurer's Office is authorized to make investments as stated in Footnote 2.A.

Investments are stated at fair value that is based on quoted market prices.  The investments and maturities as of June 30,
2005, for the governmental funds of the primary government are as follows (amounts expressed in thousands).

Investment Maturities (in Years)
Fair Less More

Investment Type Value Than 1 1-3 Than 3

U.S. Treasury bills and notes (a) . . . . . . . . . . . . . . . . . . $     99,334 $ 99,334 
U.S. agencies (b)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,045,163 292,539 (c) $752,624 (d)
Repurchase agreements  . . . . . . . . . . . . . . . . . . . . . . . . . 3,755,054 3,755,054 
Guaranteed investment contracts  . . . . . . . . . . . . . . . . 2,890 $2,890

Total investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,902,441 4,146,927 752,624 2,890
Collateral for lent securities  . . . . . . . . . . . . . . . . . . . . . 722,402 722,402 

Total investments and 
collateral for lent securities  . . . . . . . . . . . . . . . . $5,624,843 $4,869,329 $752,624 $2,890

(a) All investments are held by broker dealers under securities lending program.
(b) Investments held by broker dealers under securities lending program are $258,861,000.
(c) Bonds in the amount of $49,781,000 mature February, 2006 to April, 2006, but are callable July, 2005.
(d) Bonds in the amount of $411,264,000 mature November, 2006 to March, 2008, but are callable July, 2005 to April, 2006.

In addition to the investments scheduled above, as of June 30, 2005, the governmental funds had investments of
$12,552,000 in money market mutual funds and $159,587,000 in the Local Government Investment Pool.  These investments
are operated in accordance with Rule 2a-7 of the Investment Company Act of 1940, as amended.  Their fair values are based
on a share price of $1.00 per share.

Interest Rate Risk.  The State Treasurer's Office's investment policy states that to the extent possible, it will attempt to match
its investments with anticipated cash flow requirements.  Unless matched to a specific cash flow, the Treasurer's Office will
not directly invest in securities maturing more than five years from the date of purchase.  In addition, investments of the non-
major governmental funds are subject to the provisions of the 2002 Qualified Zone Academy Bond covenant requiring that
annual sinking fund deposits be made to redeem the bonds in 2016.  These funds, totaling $2,890,000, are invested in guar-
anteed investment contracts.

Credit Risk.  State law requires that the governmental funds' repurchase agreements be collateralized by U.S. Treasury and
agency obligations.  In addition, investments are made directly in U.S. agency obligations.  These agency obligations are
rated Aaa by Moody's and AAA by Standard and Poor's.  State law also requires that money market mutual funds contain
only U.S. Treasuries or agencies or repurchase agreements secured by these.  The money market mutual funds are rated
Aaa/AAA.  The Local Government Investment Pool is rated AAAm by Standard & Poor's.  The guaranteed investment con-
tracts are collateralized by U.S. agency obligations.  They are not required to be and are not rated.

Concentration of Credit Risk.  The State Treasurer's Office's investment policy limits the amount of repurchase agreements
to be invested with a particular institution to 30% of the portfolio.  There is no other limit on the amount that may be invest-
ed in any one issuer.  More than 5 percent of the governmental funds' investments are in the Federal National Mortgage
Association and the Federal Home Loan Mortgage Corporation.  These investments are 41.8% and 44.1% of the governmen-
tal funds' total investments, respectively. 
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2. Investments - Enterprise Funds:

The enterprise funds' bond indentures and investment policies, with the exception of the Economic Development Loan
Programs, authorize the investment of assets related to the indentures and other funds in obligations in which the State
Treasurer may invest.  The Economic Development Loan Programs are authorized to invest in obligations of the U.S.
Treasury, U.S. government agencies, obligations of U.S. political subdivisions, bankers' acceptances, commercial paper,
repurchase agreements, guaranteed investment contracts, corporate debt securities and mutual funds.

Investments of the enterprise funds are stated at fair value, which is based on quoted market prices.

The investments and maturities as of June 30, 2005, for the enterprise funds of the primary government are as follows
(amounts expressed in thousands).

Investment Maturities (in Years)
Fair Less More

Investment Type Value Than 1 1-5 6-10 11-15 Than 15

U.S. Treasury obligations (a)  . . . . . . $ 537,016 $ 25,338 $ 361 $16,272 $ 53,905 $441,140
U.S. Government agency 
obligations (b)  . . . . . . . . . . . . . . . . . . 709,799 675,152 (c) 22,125 4,254 8,268
Repurchase agreements  . . . . . . . . . . 101,231 6,687 28,676 42,989 22,879
Commercial paper  . . . . . . . . . . . . . . 7,933 7,933
Guaranteed investment 

contracts  . . . . . . . . . . . . . . . . . . . . 19,485 19,485
Total . . . . . . . . . . . . . . . . . . . . . . . . $1,375,464 $715,110 $51,162 $35,757 $101,148 $472,287

(a)  Investments held by broker dealers under securities lending program are $806,000.
(b)  Investments held by broker dealers under securities lending program are $107,383,000.
(c)  Bonds in the amount of $32,813,000 mature November 2005 to January 2006, but are callable July 2005 to August 2005.

In addition to the investments scheduled above, as of June 30, 2005, the enterprise funds had investments of $458,725,000
in money market mutual funds operated in accordance with Rule 2a-7 of the Investment Company Act of 1940, as amended.
The funds' fair values are based on a share price of $1.00 per share.  The enterprise funds' investments also include the fair
value of corporate equity securities ($890,000) and direct equity investments ($42,350,000).

The State Lottery Agency, a major enterprise fund, invests in U.S. Treasury obligations and annuity contracts that provide
for guaranteed payouts to jackpot prize winners and, therefore, have no interest rate risk to the Lottery.  As of June 30, 2005,
the fair value of these investments was $259,389,000 and $518,000, respectively.  Of these investments, U.S. Treasury obliga-
tions held by broker dealers under the securities lending program were $248,472,000.

Interest Rate Risk.  The enterprise funds' policy for managing their exposure to fair value loss arising from increasing inter-
est rates is to manage investment maturities so that they precede or coincide with the expected need for funds.

Credit Risk.  The investment policies of the enterprise funds require that repurchase agreements are collateralized by U.S.
Treasury and agency obligations.  The policies also require that money market mutual funds contain only U.S. Treasuries or
agencies or repurchase agreements secured by these.  According to the indenture and investment policy of the Economic
Development Loan Programs, investments must be rated no lower than the rating on the Loan Programs' bonds or F1/P1
for the issuer's short-term accounts or securities.  The rating on the Loan Programs' bonds as of June 30, 2005, was Aa2 by
Moody's and AA by Fitch.  The guaranteed investment contracts are not required to be and are not rated.

As of June 30, 2005, the enterprise funds had the following investments and quality ratings (amounts expressed in thou-
sands):

Percentage
Quality Rating of Total

Investment Type Fair Value Rating Organization Investments

U.S. Government agency obligations . . . . . . . . . . . . . $709,799 AAA/Aaa S&P/Moody's 33.2 %
Money market mutual funds……….. . . . . . . . . . . . . . 458,725 AAAm/Aaa S&P/Moody's 21.5 
Repurchase agreements-underlying securities . . . . . 101,231 AAA/Aaa S&P/Moody's 4.7
Commercial paper . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,933 P-1 Moody's 0.4
Guaranteed investment contracts . . . . . . . . . . . . . . . . 19,485 Not rated 0.9

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,297,173 60.7 %

Concentration of Credit Risk.  The enterprise funds place no limit on the amount they may invest in any one issuer.  More
than 5% of the enterprise funds' investments are in obligations of the Federal Home Loan Bank, Federal Home Loan
Mortgage Corporation, and Federal National Mortgage Association.  These investments are 6.4%, 19.5%, and 7.0%, respec-
tively of the enterprise funds' total investments.
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3.  Investments-Fiduciary Funds:

The Pension Trust Funds are authorized to make investments as stated in Footnote 2.A.

The Maryland Local Government Investment Pool is authorized by Article 95, Section 22G, of the Annotated Code of
Maryland to invest in any instrument in which the State Treasurer may invest.  Investments of the Pool are stated at fair
value.  Securities are valued daily on an amortized cost basis which approximates market value.  Money market funds are
valued at the closing net asset value per share on the day of valuation.

The investments and maturities as of June 30, 2005, for the fiduciary funds of the primary government are as follows
(amounts expressed in thousands).

Investment Maturities (in Years)
Fair Less More

Investment Type Value Than 1 1-5 6-10 11-15

U.S. Treasury notes and bonds  . . . . . . . . . . . . . . . . . $ 1,623,956 $ 38,459 $ 740,418 $ 622,716 $ 222,363
U.S. Treasury strips  . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,119 15,119
U.S. Government agency obligations . . . . . . . . . . . . 1,250,174 1,122,725 52,105 52,392 22,952
Repurchase agreements  . . . . . . . . . . . . . . . . . . . . . . . 486,803 486,803
Bankers' acceptances . . . . . . . . . . . . . . . . . . . . . . . . . . 9,500 9,500
Commercial paper . . . . . . . . . . . . . . . . . . . . . . . . . . . . 837,440 837,440
Guaranteed investment contracts . . . . . . . . . . . . . . . 504,310 504,310
Corporate bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 765,688 61,407 178,552 391,326 134,403
International bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . 85,079 3,454 29,585 5,260 46,780
Other government bonds . . . . . . . . . . . . . . . . . . . . . . 231,322 1,655 24,753 105,113 99,801
Mortgage-backed securities . . . . . . . . . . . . . . . . . . . . 1,751,919 7 3,014 9,423 1,739,475
Asset-backed securities  . . . . . . . . . . . . . . . . . . . . . . . 299,151 7,010 34,076 4,241 253,824
Bond mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,169,133 801,986 239,115 3,901,333 226,699

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13,029,594 $3,370,446 $1,805,928 $5,091,804 $ 2,761,416

In addition to the investments scheduled above, as of June 30, 2005, the fiduciary funds had investments of $173,784, 000
in money market mutual funds operated in accordance with Rule 2a-7 of the Investment Company Act of 1940, as amended.
The fair value of the funds is based on a share price of $1.00 per share.  The fiduciary funds' investments also include the fair
value of stock mutual funds ($13,312,332,000), corporate equity securities ($9,111,712,000), real estate ($834,402,000), annuity
contracts ($155,671,000), insurance contracts ($3,912,000), guaranteed investment contracts which do not include investments
in bonds ($5,523,000), private equity ($161,978,000) and convertible bonds ($1,473,000).

Interest Rate Risk.  The State Retirement and Pension System (System) may invest in derivatives as permitted by guide-
lines established by the Board of Trustees.  Compliance with these guidelines is monitored by the System's staff.  Derivatives
are used to improve yield, adjust the duration of the fixed income portfolio, or hedge against changes in interest rates.  At
times, the System invests in collateralized mortgage obligations, mortgage pass-through securities, interest-only securities,
and principal-only securities.  These securities are subject to changes in value due to changes in interest rates.  The values of
mortgage-backed securities are generally based on the future cash flows associated with the underlying pools of assets.
Therefore, they are sensitive to prepayments by mortgagors which may result from a decline in interest rates.  The System
held $393,308,000 in collateralized mortgage obligations and $1,353,541,000 of mortgage pass-through securities as of June
30, 2005.  Substantially all derivatives are recorded at fair value in the Statement of Net Assets.

The Plans invest in annuity contracts and insurance contracts that provide for guaranteed payouts to participants and,
therefore, have no interest rate risk to the Plans.  As of June 30, 2005, the fair value of these investments was $155,671,000 and
$3,912,000, respectively.

The State Treasurer's Office manages the Local Government Investment Pool.  The State Treasurer's investment policies
state that no direct investment by the Pool may have a maturity date of more than 13 months after its acquisition.

Credit Risk.  The investment policy of the System requires each fixed income investment manager to maintain a minimum
average credit quality of "A" for the total account.  The guaranteed investment contracts and the bond mutual funds of the
Plans are not required to be and are not rated.  The Local Government Investment Pool may invest in instruments rated only
Tier 1 by at least one nationally recognized securities rating organization.  As of June 30, 2005, the fiduciary funds' invest-
ments were rated by Standard and Poor's and/or an equivalent national rating organization and the ratings are presented
below using the Standard and Poor's rating scale (amounts expressed in thousands).
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Percentage of Total
Investment Type Fair Value Quality Rating Investments

U.S. Government agency obligations  . . . . . . . . . . . . . . . . . . . . . . $1,208,804 AAA 3.1%
U.S. Government agency obligations  . . . . . . . . . . . . . . . . . . . . . . 5,338 AA 0.0%
U.S. Government agency obligations  . . . . . . . . . . . . . . . . . . . . . . 30,694 BB 0.1%
U.S. Government agency obligations  . . . . . . . . . . . . . . . . . . . . . . 5,338 Unrated 0.0%
Repurchase agreements-underlying securities  . . . . . . . . . . . . . . 486,752 AAA 1.3%
Money market mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,758 AAA 0.3%
Money market mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,578 A 0.1%
Money market mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,448 Unrated 0.1%
Bankers' acceptances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,500 AAA 0.0%
Commercial paper  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 266,772 AAA 0.7%
Commercial paper  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 408,768 A 1.0%
Commercial paper  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 161,900 Unrated 0.4%
Guaranteed investment contracts  . . . . . . . . . . . . . . . . . . . . . . . . . 504,310 Unrated 1.3%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,841 AAA 0.1%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,036 AA 0.1%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210,851 A 0.5%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,853 BAA 0.0%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83,947 B 0.2%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 162,975 BB 0.4%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224,951 BBB 0.6%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,610 CAA 0.1%
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,624 CA 0.0%
International bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,547 AAA 0.1%
International bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,063 AA 0.0%
International bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,816 B 0.0%
International bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,100 BB 0.0%
International bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,137 BBB 0.0%
International bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,416 Unrated 0.1%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,644 AAA 0.1%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,344 AA 0.0%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,421 A 0.0%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,486 BAA 0.0%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,923 B 0.0%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,168 BB 0.2%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,410 BBB 0.2%
Other government bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,926 Unrated 0.0%
Collateralized mortgage obligations . . . . . . . . . . . . . . . . . . . . . . . 381,646 AAA 1.0%
Collateralized mortgage obligations . . . . . . . . . . . . . . . . . . . . . . . 2,245 A 0.0%
Collateralized mortgage obligations . . . . . . . . . . . . . . . . . . . . . . . 10,583 Not rated 0.0%
Convertible bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 589 B 0.0%
Convertible bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 884 BB 0.0%
Mortgage pass-through securities  . . . . . . . . . . . . . . . . . . . . . . . . . 1,343,331 AAA 3.4%
Mortgage pass-through securities  . . . . . . . . . . . . . . . . . . . . . . . . . 14,114 Not rated 0.0%
Asset-backed securities-other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199,967 AAA 0.5%
Asset-backed securities-other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,877 A 0.1%
Asset-backed securities-other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 640 B 0.0%
Asset-backed securities-other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79,667 BBB 0.2%
Bond mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,169,134 Not rated 13.2%

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,565,726 29.5%

Foreign Currency Risk.  The majority of the System's foreign currency-denominated investments are in equities, which the
System's asset allocation policy limits to 15%.
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The System's exposure to foreign currency risk as of June 30, 2005, is as follows (amounts expressed in thousands).

Investment Currency Maturity Fair Value

Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Australian dollar Not applicable $ 2,901
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Australian dollar Not applicable 114,615
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Canadian dollar Not applicable 337
Corporate bond . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Canadian dollar 6/1/2006 3,454
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Canadian dollar Not applicable 66,249
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Danish krone Not applicable 16,972
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Danish krone Not applicable 39,970
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Euro currency Not applicable 9,228
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Euro currency Not applicable 1,123,831
Private equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Euro currency Not applicable 7,370
Kingdom of Spain  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Euro currency 07/30/32 5,078
Republic of France  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Euro currency 04/25/35 21,446
Federal Republic of Germany . . . . . . . . . . . . . . . . . . . . . . . . . Euro currency 01/04/31 12,615
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Hong Kong dollar Not applicable 617
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Hong Kong dollar Not applicable 111,572
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Indonesian rupiah Not applicable 52
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Indonesian rupiah Not applicable 12,002
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Japanese yen Not applicable 9,119
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Japanese yen Not applicable 682,948
European Investment Bank . . . . . . . . . . . . . . . . . . . . . . . . . . . Japanese yen 09/20/06 2,788
Republic of Italy  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Japanese yen 03/27/08 3,135
Republic of Italy  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Japanese yen 10/10/06 3,992
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Malaysian ringgit Not applicable 5,736
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Mexican peso Not applicable 230
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Mexican peso Not applicable 16,083
United Mexican States  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Mexican peso 12/19/13 5,260
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . New Taiwan dollar Not applicable 6,212
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . New Taiwan dollar Not applicable 15,473
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . New Turkish Iira Not applicable 1,309
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . New Zealand dollar Not applicable 2,075
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . New Zealand dollar Not applicable 4,559
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Norwegian krone Not applicable 328
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Norwegian krone Not applicable 26,506
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pound sterling Not applicable 8,424
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pound sterling Not applicable 657,700
Private equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pound sterling Not applicable 705
State of Israel  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pound sterling 05/31/10 19,670
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Singapore dollar Not applicable 162
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Singapore dollar Not applicable 43,722
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . South African rand Not applicable 31,505
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . South Korean won Not applicable 124
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . South Korean won Not applicable 63,810
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Swedish krone Not applicable 576
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Swedish krone Not applicable 101,297
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Swiss franc Not applicable 371
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Swiss franc Not applicable 279,098
Common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Thailand baht Not applicable 744
Mutual funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Not applicable Not applicable 1,454,268

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,996,238

4. Investments - Component Units:

Investment accounts established by higher education institutions relate principally to endowments and trust accounts
required by debt instruments and are invested in accordance with the investment policies adopted by the Board of Trustees.
In general, endowment resources can be invested in debt and equity securities, and trust accounts can be invested only in
debt securities.  These investments include U.S. Treasury and agency obligations, corporate debt and equity securities, asset-
backed securities and mutual funds that invest in government securities.  The investments of the higher education founda-
tions are not included in the GASB Statement No. 40 disclosures below because the foundations are not required to and do
not follow the GASB.

The Maryland Stadium Authority is restricted by the trust indenture for each bond issue as to the investments which can
be made.  Authorized investments under the indentures include U.S. Treasury and agency obligations, municipal obligations,
banker's acceptances, and repurchase agreements.

Investments of the component units are stated at fair value, which is based on quoted market prices.
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The investments and maturities as of June 30, 2005, for the component units, excluding the investments of the higher edu-
cation foundations in the amount of $641,372,000, are as follows (amounts expressed in thousands).

Investment Maturities (in Years)
Fair Less More

Investment Type Value Than 1 1-5 6-10 11-15 Than 15

U.S. Treasury obligations  . . . . . . . .. $  18,244 $11,562 $  3,691 $  2,991
U.S. Government agency 

obligations  . . . . . . . . . . . . . . . . . . 57,515 $ 252 13,775 6,595 $ 6,712 30,181
Repurchase agreements  . . . . . . . . . . 12,762 12,762
Corporate debt securities . . . . . . . . . 63,448 5,479 20,936 14,885 2,591 19,557
Municipal bonds  . . . . . . . . . . . . . . . . 4,884 15 571 1,344 1,300 1,654
Mortgage-backed securities . . . . . . . 2,339 820 68 1,451
Asset backed securities  . . . . . . . . . . 3,202 587 1,051 1,564

Total . . . . . . . . . . . . . . . . . . . . . . . . $162,394 $18,508 $48,251 $26,583 $11,654 $57,398

In addition to the investments scheduled above, as of June 30, 2005, the component units had investments of $142,255,000
in money market mutual funds operated in accordance with Rule 2a-7 of the Investment Company Act of 1940, as amended.
The funds' fair values are based on a share price of $1.00 per share.  In addition, as of June 30, 2005, the component units'
investments include the fair value of stock mutual funds ($140,798,000), corporate equity securities ($223,247,000), U.S.
Government agency obligations whose maturities could not be determined ($52,143,000), corporate debt securities whose
maturities could not be determined ($133,000), and real estate ($1,371,000). 

Interest Rate Risk.  The policy of the higher education institutions for managing their exposure to fair value loss arising
from increasing interest rates is to comply with their investment policy, which sets maximum maturities for various fixed
income securities.

The higher education institutions invested $5,541,000 of their endowment funds in various forms of asset-backed and
mortgage-backed securities, primarily collateralized mortgage obligations and mortgage pass-through securities.  The val-
ues of these securities are generally based on the future cash flows associated with the underlying pools of assets.  Therefore,
they are sensitive to prepayments by mortgagors, which may result from a decline in interest rates.

Credit Risk.  The policies of the higher education institutions for reducing their exposure to credit risk are to require min-
imum quality ratings for fixed income securities.  Money market mutual funds are not required to be and are not rated.

As of June 30, 2005, the component units had the following investments and quality ratings (amounts expressed in 
thousands).

Percentage
Quality Rating of Total

Investment Type Fair Value Rating Organization Investments

U.S. agencies  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $109,658 AAA/Aaa S&P & Moody's 15.2%
Money market mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . 11,192 Aaa Moody's 1.5%
Money market mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . 131,063 Not rated 18.1%
Repurchase agreements - underlying

securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,762 Not rated 1.8%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,066 AAA/Aaa S&P & Moody's 1.5%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,283 AA/Aa S&P & Moody's 0.6%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,753 A S&P & Moody's 2.5%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,299 Less than A Moody's 2.1%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,428 BBB/Baa S&P Moody's 0.9%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 373 B Moody's 0.1%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36 Caa Moody's 0.0%
Corporate debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,342 Not rated 1.2%
Municipal bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,884 Aaa Moody's 0.7%
Collateralized mortgage obligations  . . . . . . . . . . . . . . . . . . . 2,272 Aaa Moody's 0.3%
Collateralized mortgage obligations  . . . . . . . . . . . . . . . . . . . 68 Not rated 0.0%
Asset-backed securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,202 Aaa Moody's 0.4%

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $338,681 46.9%

Concentration of Credit Risk. The component units place no limit on the amount they may invest in any one issuer.  More
than 5% of the component units' investments are in obligations of the Federal National Mortgage Association.  These invest-
ments are 6.5% of the component units' total investments.
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C. Securities Lending Transactions:

1. Governmental and Enterprise Fund Types:

Under Section 2-603 of the State’s Finance and Procurement Article, the State lends U.S. Government securities to broker-
dealers and other entities (borrowers).  The State Treasurer’s Office controls the program and authorizes all transactions.
These transactions may involve certain investments held in the State treasury for the benefit of State agencies.  The State’s
custodial bank manages the securities lending program by contracting with a lending agent who receives cash as collateral.
The lending agent may use or invest cash collateral in accordance with the reinvestment guidelines approved by the State
Treasurer’s Office.  Additionally, under the terms of the lending agreement, the lending agent indemnifies the State against
any credit loss arising from investment of the collateral. The collateral will be returned for the same securities in the future.
Cash collateral is initially pledged at greater than the market value of the securities lent and additional cash collateral has to
be provided by the next business day if the aggregate value of the collateral falls to less than 100 percent of the market value
of the securities lent.  

Securities on loan at year-end are owned by the General Fund, the Maryland State Lottery Agency, and the Economic
Development Loan Programs and are included in the preceding Investments schedule in Footnote 3.B.  At year-end, the State
has no credit risk exposure to borrowers because the amounts the State owes the borrowers exceed the amounts the bor-
rowers owe the State.  As of June 30, 2005, the fair value of the loaned securities and the related collateral were as follows
(amounts expressed in thousands).

Fair Value
Lent Collateral Percent

Securities Received Collateralized

Securities-General Fund  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $358,425 $360,785 100.7%
Securities-Lottery Agency  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 248,472 252,515 101.6 
Securities-Economic Development Loan Programs . . . . . . . . . . . . . . . 108,189 109,102 100.8 

Either the State or the borrower may terminate the lending agreements on demand.  Lending agreements are usually
short in duration.  The duration of lending agreements is matched with the term to maturity of the investment of the cash
collateral by investing only in repurchase agreements.  Such matching existed at year-end.  Investments made with cash
received as collateral are included in the preceding Investments-Governmental Funds schedule in Footnote 3.B.1.

The State’s custodial bank is obligated to indemnify the State against liability for any suits, actions, or claims of any char-
acter arising from or relating to the performance of the bank under the contract, except for liability caused by acts or omis-
sions of the State.

The State did not experience any losses on their securities lending transactions for the year ended June 30, 2005.

2. Fiduciary Funds:

The Pension Trust Funds (Funds) participate in a securities lending program as permitted by the investment policies as
approved by the Board of Trustees.  The Funds’ custodian lends specified securities to independent brokers in return for col-
lateral of greater value.  The preceding Investments – Fiduciary Funds schedule in Footnote 3.B.3 includes (1) securities lent
at year-end for cash collateral; (2) securities lent for securities collateral; and (3) investments purchased with cash collateral.

Borrowing brokers must transfer in the form of cash or other securities, collateral valued at a minimum of 102% of the
fair value of domestic securities and international fixed income securities, or 105% of the fair value of international equity
securities on loan.  Collateral is marked to market daily.  If the fair value of the pledged collateral falls below the specified
levels, additional collateral is required to be pledged by the close of the next business day.  In the event of default by a bor-
rowing broker, the Funds’ custodial bank is obligated to indemnify the Funds if, and to the extent that, the fair value of col-
lateral is insufficient to replace the lent securities.  The Funds have not experienced any loss due to credit or interest rate risk
on securities lending activity since inception of the program.  As of June 30, 2005, the Funds had no credit risk exposure to
borrowers because the fair value of collateral held for securities lent exceeded the fair value of the related securities, as fol-
lows (amounts expressed in thousands).

Cash Collateral
Fair Received or Non- Percent

Securities Lent Value Cash Collateral Value Collateralized

Lent for cash collateral:
Fixed income securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,238,122 $1,252,805 101.2%
Domestic equities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 568,366 584,181 102.8%
International equities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 616,699 648,409 105.1%

Subtotal  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,423,187 2,485,395
Lent for noncash collateral:

Fixed income securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,743 56,967 102.2%
Total securities lent  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,478,930 $2,542,362
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Although the average term of the Funds’ security loans is one week, each loan can be terminated at will by either the
Funds or the borrower.  Cash collateral is invested in one of the lending agent’s short-term investment pools, which as of
June 30, 2005, had a weighted average maturity of 25 days and an average expected maturity of 174 days.  Because the rela-
tionship between the maturities of the investment pools and the Fund’s security loans is affected by the maturities of the
loans made by other entities that use the agent’s pools, the Funds cannot match maturities.  The Funds cannot pledge or sell
collateral securities received unless and until a borrower defaults.

4. Receivables:
Taxes receivable, as of June 30, 2005, consist of the following (amounts expressed in thousands).

Major Governmental
Funds

Special Non-Major
General Revenue Governmental Funds

Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $349,736
Sales and use taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 328,770
Transportation taxes, principally motor vehicle fuel and excise  . $87,975
Other taxes, principally alcohol and property  . . . . . . . . . . . . . . . . 25,309 $ 7,225

Less:  allowance for uncollectibles  . . . . . . . . . . . . . . . . . . . . . . . (14,250)
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $689,565 $87,975 $ 7,225

Tax revenues are reported net of uncollectible amounts.  Total uncollectible amounts related to tax revenues of the cur-
rent period are $3,981,000.

Other accounts receivable in the governmental funds of $667,923,000, including $152,719,000 due in excess of one year,
consist of various miscellaneous receivables for transportation costs, collection of bills owed to the State’s collection unit,
Medicaid reimbursements, and child support and public assistance overpayments and surcharges.

Other accounts receivable for the enterprise funds of $191,465 ,000, primarily consist of $136,234,000 due to the Maryland
Unemployment Trust Fund from employers and for benefit overpayments, and $21,083,000, due to the Maryland State
Lottery Agency for lottery ticket sale proceeds.

Other accounts receivable in the agency funds of $1,372,945,000 represent cash pooled in the State treasury that is being
held pending distribution to local governments.

5. Deferred Revenue:
Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be

available to liquidate liabilities of the current period.  Governmental funds, enterprise funds, and component units also defer
revenue recognition in connection with resources that have been received, but not yet earned.

At the end of the current fiscal year, the various components of deferred revenue reported in the governmental funds and
enterprise funds were as follows (amounts expressed in thousands).

Unavailable Unearned

Tax receivables for revenues not considered available to 
liquidate liabilities of the current period (general fund)  . . . . . . . . . . . . . . $108,895

Other receivables for revenues not considered available
to liquidate liabilities of the current period (general fund)  . . . . . . . . . . . . 202,474

Other receivables for revenues not considered available to
liquidate liabilities of the current period (special revenue fund)  . . . . . . . 16,191

Other receivables for revenues not considered available
to liquidate liabilities of the current period 
(other governmental funds) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 119

Income tax and other receipts that have been received, but not
earned (general fund)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,938

Revenue in connection with resources that have been received,
but not earned (special revenue fund) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 442

Revenue in connection with resources that have been received,
but not earned (enterprise funds) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,541

Total deferred/unearned revenue for governmental funds and
enterprise funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $327,679 $24,921
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6. Loans and Notes Receivable and Investment in Direct Financing Leases:
A. Loans and Notes Receivable:

Loans and notes receivable, as of June 30, 2005, consist of the following (amounts expressed in thousands).

Primary Government Component Units
Special Revenue Non-major
Department of Governmental Higher Stadium

General Transportation Funds Enterprise Education Authority
Notes receivable:

Political subdivisions: 
Water quality projects  . . . . . . . . . $ 5,137 $ 604,337
Construction  . . . . . . . . . . . . . . . . . $8,721
Other . . . . . . . . . . . . . . . . . . . . . . . . 42
Hospitals and nursing homes . . . 4,401

Permanent mortgage loans  . . . . . . . . . . . 1,895,844
Student and health profession loans  . . . $77,476
Shore erosion loans  . . . . . . . . . . . . . . . . . 7,399
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,143 13,299 $4,888

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,143 8,721 16,979 2,500,181 90,775 4,888
Less: Allowance for possible 

loan losses. . . . . . . . . . . . . . . . . . . . 188,483 10,241
Loans and notes receivable, net  . . . 1,143 8,721 16,979 2,311,698 80,534 4,888

Due within one year  . . . . . . . . . . . . . . . . 225 2,899 2,822 94,503 13,898 325
Due in more than one year  . . . . . . . . . . . $   918 $5,822 $14,157 $2,217,195 $66,636 $4,563

Certain notes receivable for advances of general obligation bond proceeds bear interest at rates ranging from 3.3% to 8.8%
and mature in not more than 28 years.

Water quality project loans consist of loans to various local governments and other governmental entities in the State for
wastewater projects under the United States Environmental Protection Agency’s (EPA) Capitalization Grants for State
Revolving Funds’ Federal assistance program.  The permanent mortgage loans consist of financing for single and multi-fam-
ily projects, rental projects, small businesses, industrial sites and various other purposes.  Student and health profession loans
are made pursuant to student loan programs funded through the U.S. Government.

B. Investment in Direct Financing Leases:

Enterprise Funds:

As of June 30, 2005, the Maryland Transportation Authority (Authority) has direct financing leases with the State’s
Department of Transportation and Washington Metropolitan Area Transit Authority (WMATA).  The present value of the
direct financing leases as of June 30, 2005 was $456,193,000.  As of June 30, 2005, the Authority held $45,182,000 to be spent
to complete assets under these direct financing leases.  Lease payments receivable (including unearned interest) for each of
the five succeeding fiscal years and thereafter, including repayment of amounts to be spent, consist of the following
(expressed in thousands).

2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 34,124
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,506
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,548
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,797
2010  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,996
2011-2015  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 216,584
2016-2020  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 166,146
2021-2025  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 152,274
2026-2030  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,817
2031-2035  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,418

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 855,210
Less:  Unearned interest income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 353,835

Net lease payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 501,375
Restricted investments related to unexpended bond proceeds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,182

Net investments in direct financing leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $456,193

Component Units:

As of June 30, 2005, the Maryland Stadium Authority (Authority) has direct financing leases with the State.  The present
value of the direct financing leases as of June 30, 2005, is $295,053,000.  As of June 30, 2005, the Authority held $14,142,000 to
be spent to complete assets under these direct financing leases.  Lease payments receivable (including unearned interest) for
each of the five succeeding fiscal years and thereafter, including repayment of amounts to be spent, consist of the following
(expressed in thousands).
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2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 31,713
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,725
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,888
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,327
2010  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,388
2011 -2015  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 157,080
2016-2020  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123,632
2021-2025  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,379
2026-2030  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,422

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 492,554
Less:  Unearned interest income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 183,359

Net lease payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 309,195
Restricted investments related to unexpended bond proceeds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,142

Net investments in direct financing leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $295,053

7. Restricted Assets:
Certain assets of the governmental activities, business-type activities and component units are classified as restricted

assets on the Statement of Net Assets.  The purpose and amount of restricted assets as of June 30, 2005, are as follows
(amounts expressed in thousands).

Amount Purpose

Governmental Activities:

$30,049 Represents money restricted for completion of transportation construction projects 
maintained in a trust account per Certificates of Participation agreements.

1,456 Represents cash and cash equivalents restricted for debt service payments according to
bond agreements.

1,790 Represents funds transmitted to bond paying agents and restricted for payments for
coupons and bonds that have not been presented.

2,891 Represents sinking fund deposits restricted for redemption of term bonds.
7,399 Consists of Shore Erosion Control Program loans, the repayments of which are restricted

by statute for future loans.

Business-type Activities:

$2,439,899 Assets of the Community Development Administration and the State Funded Loan
Programs are restricted for various mortgage loans for low-income housing and local gov-
ernments’ public facilities.

155,580 The purpose of the restricted assets is to secure the loans and revenue bonds of the
Maryland Water Quality Administration made for waste-water treatment systems, drink-
ing systems and secured deposits.

860,138 Restricted assets represent deposits with the U.S. Treasury to pay unemployment 
compensation benefits in accordance with Federal statute.

259,907 This cash is held in separate annuity contracts and coupon bonds in the Maryland State
Lottery Agency for winning lottery ticket payouts.

294,992 Cash and investments have been restricted in accordance with revenue bond debt
covenants of the Maryland Transportation Authority for completion of capital projects,
facility operations, and debt service.

Component Units:

$168,439 Restricted assets of higher education include funds held by the trustee for future construc-
tion projects, cash restricted for endowment purposes, and assets associated with student
loans and loan repayments.

14,217 Restricted assets of Maryland Stadium Authority include cash and cash equivalents and
investments that relate to revenue bond indentures.

24,239 Restricted assets include investments that relate to revenue bond indentures and to
restricted project advances for the provision of water supply and waste-water treatment
by the Maryland Environmental Service.



8. Interfund Receivables and Payables:
Interfund balances, as of June 30, 2005, consist of the following (amount expressed in thousands).

Receivable Fund Payable Fund Amount

General Fund Special Revenue Fund $ 15,568 (a)
Enterprise Funds -

Economic Development Loan Programs 398 (b)
Maryland State Lottery Agency 38,307 (a)

$ 54,273
Special Revenue Fund General Fund $ 199,084

Maryland Transportation Authority 10,289 (c)
$ 209,373

Non-major Governmental Funds General Fund $ 137,092
Enterprise Funds –

Economic Development Loan Programs General Fund $ 155,267
Maryland State Lottery Agency General Fund 63,762
Maryland Transportation Authority Special Revenue Fund 9,888 (d)
Non-major Enterprise Funds General Fund 111,673

$ 340,590

The receivable and payable transactions between the Primary Government and Component Units, as of June 30, 2005,
consist of the following (amounts expressed in thousands).

Receivable Fund Payable Fund Amount

General Fund Component Units - 
Maryland Stadium Authority $ 540 (a)

Components Units - 
Higher Education Fund General Fund $ 715,673
Maryland Stadium Authority General Fund 4,799
Non-major Component Units General Fund 39,115

$ 759,587

(a) The amounts represent monies collected by the special revenue fund, the Maryland State Lottery and the Maryland
Stadium Authority in June, 2005, and paid to the general fund in July, 2005.

(b) The amounts represent short term advances from the general fund for principal and interest payments, which should
not be occurring in the future.

(c) The Maryland Transportation Authority collects fees for the special revenue fund.  The money will be used to build and
maintain special revenue fund infrastructure, structures and other improvements.

(d) The Maryland Transportation Authority lent funds to the Special Revenue Fund for a construction project at the Seagirt
Marine Terminal.  The balance outstanding as of June 30, 2005, was $9,888,000.  Payments will continue for 33 years
after completion of the project.

All remaining amounts which are due from the general fund represent pooled cash belonging to the other funds on
deposit with the State Treasurer.

All interfund balances except for (d), above, are expected to be repaid by June 30, 2006.

9.  Interfund Transfers:
Interfund transfers, for the year ended June 30, 2005, consist of the following (amounts expressed in thousands).

Transfers In Transfers Out Amount

General Fund Special Revenue Fund $177,385
Non-major Governmental Funds 3,402
Enterprise Funds -

Maryland State Lottery Agency 477,098
Economic Development Loan Programs 4,775
Non-major Enterprise Funds 2,000

$664,660
Special Revenue Fund       General Fund $233,781
Non-major Governmental Funds General Fund $ 11,115

Special Revenue Fund 153,973
$165,088

Enterprise Funds - 
Loan Programs General Fund $ 30,631

Non-major Governmental Funds 32,422
$ 63,053
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Transfers are primarily used to 1) transfer revenues from the fund required by statute or budget to collect the revenue to
the fund required by statute or budget to expend them, 2) transfer receipts restricted to debt service from the funds collecting
the receipts to the non-major governmental funds as debt service payments become due, and 3) provide unrestricted revenues
collected in the general fund to finance various programs accounted for in other funds in accordance with budgetary author-
izations.  In addition, the non-major governmental funds transferred $2,070,000 of interest earned on bonds, $14,000 return of
funds for rescinded pay-as-you-go capital projects, and $712,000 of Shore Erosion loan funds to the general fund.  The gener-
al fund transferred $102,000 for redemptions and interest on state bonds, $7,363,000 for program open space capital projects,
and $3,650,000 for other capital projects, primarily public school construction, to the non-major governmental funds.

The Maryland State Lottery transferred revenue in excess of funds allocated to prize awards, operating expenses and cap-
ital expenditure payments in the amount of $477,098,000, to the general fund.  The general fund transferred $30,631,000 to
support the operations of Enterprise Funds – Loan Programs and the Enterprise Funds – Loan Programs transferred
$4,775,000 of unused funds to the general fund.  Also, expenditures for capital projects of $32,422,000 were transferred to
Enterprise Funds – Loan Programs.

During the year, the general fund and other governmental funds had expenditures of $856,971,000, and $180,949,000,
respectively, that were for funds provided to supplement revenues and construction costs, respectively, of the higher educa-
tion component units.  The general fund also had net expenditures of $19,702,000 that were for funds provided to supple-
ment revenues of the Maryland Stadium Authority.

10. Capital Assets:
A.   Capital Assets, Primary Government:

Capital assets activity by asset classification net of accumulated depreciation, for the year ended June 30, 2005, was as fol-
lows (amounts expressed in thousands).

Governmental activities:
Balance Transfers Balance

Classification June 30, 2004 Additions Deletions In (Out) June 30, 2005
Capital assets, not being depreciated,
Land and improvements . . . . . . . . . . . . . . $ 2,416,770 $ 73,207 $ 526 $ 5,605 $ 2,495,056
Art and historical treasures  . . . . . . . . . . . 27,043 75 27,118
Construction in progress . . . . . . . . . . . . . . 2,447,265 1,051,383 427 (745,149) 2,753,072

Total capital assets, not being 
depreciated  . . . . . . . . . . . . . . . . . . . . . 4,891,078 1,124,665 953 (739,544) 5,275,246

Capital assets, being depreciated,
Structures and improvements  . . . . . . . . . 4,667,826 42,985 10,814 255,344 4,955,341
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 1,995,245 75,947 19,059 103,664 2,155,797
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . 12,740,628 321,317 916 380,536 13,441,565

Total capital assets, being depreciated 19,403,699 440,249 30,789 739,544 20,552,703

Less accumulated depreciation for,
Structures and improvements  . . . . . . . . . 1,580,911 125,210 7,049 1,699,072
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 1,200,411 156,132 16,175 1,340,368
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . 5,454,269 523,967 64 5,978,172

Total accumulated depreciation . . . . . . 8,235,591 805,309 23,288 9,017,612
Total capital assets, net  . . . . . . . . . . . $16,059,186 $ 759,605 $  8,454 $ - $16,810,337

Business-type activities:
Balance Balance

Classification June 30, 2004 Additions Deletions June 30, 2005

Capital assets, not being depreciated,  
Land and improvements . . . . . . . . . . . . . . $ 108,278 $1,730 $ 110,008

Capital assets, being depreciated,
Structures and improvements  . . . . . . . . . 50,711 73 50,784
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 35,186 2,165 $ 523 36,828
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . 2,204,355 80,157 31 2,284,481
Total capital assets, being depreciated . . 2,290,252 82,395 554 2,372,093

Less accumulated depreciation for,
Structures and improvements  . . . . . . . . . 799 21,098 21,897
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 22,664 2,461 268 24,857
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . 903,890 32,901 24 936,767

Total accumulated depreciation . . . . . . 927,353 56,460 292 983,521
Total capital assets, net  . . . . . . . . . . . $ 1,471,177 $27,665 $ 262 $ 1,498,580
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B.  Depreciation Expense, Primary Government:

The depreciation expense for the year ended June 30, 2005, for the primary government was charged as follows (amounts
expressed in thousands).

Governmental activities:
Function Amount

General government  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 32,289
Education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,239
Judiciary  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,395
Business and economic development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13
Labor, licensing and regulation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 560
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,870
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,313
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 745
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 663,520
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,463
Housing and community development  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,294
Natural resources and recreation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,280
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,328

Total depreciation expense – governmental activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $805,309

Business-type activities:
Function Amount

State Lottery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,500
Transportation Authority  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,094
State Use Industries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 855
Economic Development Loan Programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

Total depreciation expense – business type activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 56,460

11.  Long-Term Obligations:
A. Governmental Activities:

Changes in governmental activities’ long-term debt, for the year ended June 30, 2005, are as follows (amounts expressed
in thousands).

Balance Balance Amounts Due
June 30, 2004 Additions Reduction June 30, 2005 Within One Year

Bonds and Notes Payable:
General obligation bonds  . . . . . . . . . . . $4,102,278 $1,639,884 $1,230,335 $4,511,827 $393,355
Transportation bonds  . . . . . . . . . . . . . . 1,188,090 116,470 1,071,620 92,280
Deferred amounts:

Issuance premiums  . . . . . . . . . . . . . 278,511 153,438 35,375 396,574
On refunding  . . . . . . . . . . . . . . . . . . (32,688) (58,436) (11,291) (79,833)

Total bonds and
notes payable  . . . . . . . . . . . . . . . 5,536,191 1,734,886 1,370,889 5,900,188 485,635

Other Liabilities:
Compensated absences  . . . . . . . . . . . . . 236,873 146,339 138,245 244,967 129,527
Self insurance costs  . . . . . . . . . . . . . . . . 270,400 816,026 795,993 290,433 114,411
Escheat property  . . . . . . . . . . . . . . . . . . 49,157 61,787 46,573 64,371 39,800
Net pension obligation  . . . . . . . . . . . . . 141,196 138,422 279,618
Obligations under

capital leases  . . . . . . . . . . . . . . . . . . . 345,028 140,829 45,621 440,236 38,997
Obligations under 

capital leases with
component units  . . . . . . . . . . . . . . . 303,901 13,604 13,285 304,220 14,360

Other long-term liabilities  . . . . . . . . . . 415,813 24,951 16,241 424,523 22,511
Total other liabilities  . . . . . . . . . 1,762,368 1,341,958 1,055,958 2,048,368 359,606
Total long-term liabilities-
governmental activities  . . . . . . . $7,298,559 $3,076,844 $2,426,847 $7,948,556 $845,241

General Obligation Bonds -

General obligation bonds are authorized and issued primarily to provide funds for State owned capital improvements,
facilities for institutions of higher education and the construction of public schools in political subdivisions.  Bonds have also
been issued for local government improvements, including grants and loans for water quality improvement projects and 
correctional facilities, and to provide funds for loans or outright grants to private, not-for-profit cultural or educational insti-
tutions.  Under constitutional requirements and practice, the Maryland General Assembly, by a separate enabling act, author-
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izes loans for particular objects or purposes.  Thereafter, the Board of Public Works, a constitutional body comprised of the
Governor, the Comptroller and the State Treasurer, by resolution, authorizes the issuance of bonds in specified amounts for
part or all of the loans authorized by particular enabling acts.  General obligation bonds are subject to arbitrage regulations.
However, there are no major outstanding liabilities in connection with these regulations as of June 30, 2005. Bonds issued
after January 1, 1988, are subject to redemption provisions at the option of the State.

General obligation bonds, which are paid from the general obligation debt service fund, are backed by the full faith and
credit of the State and, pursuant to the State Constitution, must be fully paid within 15 years from the date of issue. Property
taxes, debt service fund loan repayments and general fund and capital projects fund appropriations provide the resources
for repayment of general obligation bonds.  During fiscal year 2005, the State issued $1,639,884,000 of general obligations at
a premium of $153,438,000 with related issuance costs of $3,075,000.  The bonds included $775,000,000 to be used to fund cap-
ital improvements, in addition to the refunding and Qualified Zone Academy Bonds described below.

General obligation bonds of $855,840,000 were issued during fiscal year 2005 to refund certain outstanding general obli-
gation bonds issued between 1994 and 2000.  From the refunding bonds and related premium of $85,967,000, $940,591,000
was transferred to an escrow account and used to purchase state and local government securities.  These securities will be
used to secure the principal, call premium, and interest related to the refunded bonds.  The interest rates on the refunded
bonds range from 4.5% to 5.8%.  The purpose of the refundings was to realize savings on debt service costs.  The aggregate
difference in debt service between the refunded debt and the refunding debt is $34,721,000.  The economic gain on the trans-
action, that is, the difference between the present value of the debt service streams for the refunding debt and refunded debt,
is $35,527,000.

On November 30, 2004, the State sold $9,043,000 general obligation, Qualified Zone Academy Bonds at par and with relat-
ed issuance costs of $33,000.  The bonds pay no interest and were only available for purchase by insurance companies and
certain other financial institutions.  The purchaser receives Federal tax credits each year the bonds are outstanding.  The
bonds mature on November 30, 2019.  Annually for 15 years, starting November 15, 2005, the State will purchase a $490,000
guaranteed investment contract (GIC) from the purchaser of the bonds.  The GIC's will earn interest at a 2.9% guaranteed
rate.  In 2019 the investments will be redeemed, and the proceeds will be used to liquidate the bonds.

Refunded bonds of $854,030,000 (all refunded during the year ended June 30, 2005) maturing in fiscal years 2006 -2016
and callable in fiscal years 2006-2011 were considered defeased as of June 30, 2005.  Accordingly, the trust account assets and
the liability for the defeased bonds are not included in these financial statements.

General obligation bonds issued and outstanding, as of June 30, 2005, are as follows (amounts expressed in thousands).
Interest Principal Principal

Issue Maturity Rates Issued Outstanding

6/3/93(a) 1994-2006 4.5-5.1 $ 147,740 $ 20,796
10/21/93(a) 1995-2007 3.0-4.8 143,145 20,900
3/3/94 1997-2009 3.5-4.8 119,965 21,140
10/26/95 1998-2010 4.5-5.1 150,000 11,905
2/29/96 1999-2011 4.0-4.9 170,000 13,375
6/20/96 1999-2011 5.0-5.3 150,000 11,920
10/24/96 2000-2012 5.0 170,000 26,360
3/13/97 2000-2012 5.0 240,000 37,220
8/14/97 2001-2013 4.8-5.0 250,000 77,645
3/5/98 2001-2013 4.5-5.0 250,000 77,645
7/22/98 2002-2014 5.0-5.3 250,000 94,800
3/11/99 2002-2014 4.0-4.5 225,000 125,315
7/29/99 2003-2015 4.3-5.3 125,000 55,885
8/3/00 2004-2016 5.1-5.8 200,000 100,925
3/8/01 2004-2016 4.0-5.5 200,000 177,190
7/26/01 2005-2017 5.0-5.5 200,000 188,710
11/21/01 2016 0 (b) 18,098 18,098
3/21/02(a) 2003-2017 4.0-5.5 309,935 262,955
8/15/02(a) 2003-2018 3.0-5.5 515,830 443,445
3/6/03(a) 2006-2018 5.0-5.3 586,120 586,120
8/5/03 2007-2019 5.0 500,000 500,000
8/10/04 2008-2020 5.0 400,000 400,000
10/21/04 (a) 2005-2016 5.0 574,655 574,250
11/30/04 2020 0 (b) 9,043 9,043
3/17/05 (a) 2006-2020 3.4-5.3 656,185 656,185

$6,560,716 $4,511,827

(a) Includes refunding debt
(b) Qualified Zone Academy Bonds are non-interest bearing.

General obligation bonds authorized, but unissued, as of June 30, 2005, total $1,835,488,000.
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As of June 30, 2005, general obligation debt service requirements for principal and interest in future years are as follows
(amounts expressed in thousands).

Years Ending 
June 30, Principal Interest

2006 . . . . . . . . . . . . . . . . . . . . . . . . . $ 393,355 $ 220,248
2007 . . . . . . . . . . . . . . . . . . . . . . . . . 405,696 203,744
2008 . . . . . . . . . . . . . . . . . . . . . . . . . 428,310 184,607
2009 . . . . . . . . . . . . . . . . . . . . . . . . . 416,375 162,827
2010 . . . . . . . . . . . . . . . . . . . . . . . . . 393,340 142,187
2011-2015 . . . . . . . . . . . . . . . . . . . . . 1,585,315 435,449
2016-2020. . . . . . . . . . . . . . . . . . . . . 889,436 95,050

Total . . . . . . . . . . . . . . . . . . . . . . $4,511,827 $1,444,112

On August 11, 2005, general obligation bonds aggregating $450,000,000 were issued for capital improvements.  The inter-
est rates on the new issue range from 4.0% to 5.0%, and the bonds mature serially through 2020.

Transportation Bonds - 

Transportation bonds outstanding as of June 30, 2005, are as follows (amounts expressed in thousands).

Outstanding

Consolidated Transportation Bonds – 3.3% to 5.0%, due serially through 2019 . . . . . . . . . . . . . . . . . . . . . . . $837,000
Consolidated Transportation Bonds, Refunding – 4.0% to 5.5%, due serially through 2014. . . . . . . . . . . . . 232,945
County Transportation Bonds -- 6.2%, due serially through 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,675

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,071,620

Consolidated Transportation Bonds are limited obligations issued by the Maryland Department of Transportation
(Department) for highway, port, airport, rail, or mass transit facilities, or any combination of such facilities.  The principal
must be paid within 15 years from the date of issue. 

As provided by law, the General Assembly shall establish in the budget for any fiscal year a maximum outstanding aggre-
gate amount of these Consolidated Transportation Bonds as of June 30 of the respective fiscal year, that does not exceed
$2,000,000,000 through June 30, 2005, and thereafter.  The aggregate principal amount of those bonds that was allowed to be
outstanding as of June 30, 2005, was $1,472,000,000.  The aggregate principal amount of Consolidated Transportation Bonds
outstanding as of June 30, 2005, was $1,069,945,000.  Consolidated Transportation Bonds are paid from the transportation
debt service fund.  Principal and interest on Consolidated Transportation Bonds are payable from the proceeds of certain
excise taxes levied by statute and a portion of the corporate income tax credited to the Department.  These amounts are avail-
able to the extent necessary for that exclusive purpose before being available for other uses by the Department.  If those tax
proceeds become insufficient to meet debt service requirements, other receipts of the Department are available for that pur-
pose.  The holders of such bonds are not entitled to look to other State resources for payment.

Under the terms of the authorizing bond resolutions, additional Consolidated Transportation Bonds may be issued, pro-
vided, among other conditions, that (1) total receipts (excluding Federal funds for capital projects, bond and note proceeds,
and other receipts not available for debt service), less administration, operation and maintenance expenses for the preceding
fiscal year, equal at least two times the maximum annual debt service on all Consolidated Transportation Bonds outstanding
and to be issued, and that (2) total proceeds from pledged taxes equal at least two times the maximum annual debt service
on all Consolidated Transportation Bonds outstanding and to be issued.

County Transportation Bonds are issued by the Department, and the proceeds are used by participating counties and
Baltimore City to fund local road construction, reconstruction and other transportation projects and facilities and to provide
local participating funds for Federally-aided highway projects.  Debt service on these bonds is payable from the counties' and
Baltimore City's shares of highway user revenues.  Legislation was enacted during the 1993 session of the General Assembly
that established an alternative County transportation bond program.  This new legislation provides features similar to the
previous program except that the County transportation debt will be the obligation of the participating counties rather than
the Department. On December 1, 2004, the Department issued $30,000,000 of 15 year, 3.7% County Transportation Revenue
Bonds for Baltimore City. As of June 30, 2005, the principal balance outstanding for County Transportation Revenue Bonds
for which the Department is not liable totaled $31,775,000. These bonds do not constitute a debt or pledge of the faith and
credit of the Department or the State and, accordingly, have not been reported in the accompanying financial statements.

Arbitrage regulations are applicable to the transportation bonds payable.  The Department estimates there are no mate-
rial liabilities for arbitrage rebates as of June 30, 2005.  

Refunded bonds of $46,500,000 were considered defeased as of June 30, 2005.  Accordingly, the trust account assets and
the liability for the defeased bonds are not included in these financial statements.
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As of June 30, 2005, Department bond debt service requirements for principal and interest in future years are as follows
(amounts expressed in thousands).

Years Ending Consolidated and County Transportation Bonds  
June 30 Principal Interest

2006  . . . . . . . . . . . . . . . . . . $ 92,280 $49,780
2007  . . . . . . . . . . . . . . . . . . 68,290 46,531
2008  . . . . . . . . . . . . . . . . . . 68,990 43,569
2009  . . . . . . . . . . . . . . . . . . 74,210 40,708
2010  . . . . . . . . . . . . . . . . . . 73,595 37,398
2011-2015  . . . . . . . . . . . . . . 385,355 135,069
2016-2019 . . . . . . . . . . . . . . 308,900 33,960

Total  . . . . . . . . . . . . . . . $1,071,620 $387,015

Obligations Under Capital Leases -

Obligations under capital leases as of June 30, 2005, bore interest at annual rates ranging from 2.0% to 5.9%.  Capital lease
obligations with third parties in fiscal year 2005 increased by $140,829,000 for master equipment and building leases entered
into by the general fund and leases for various transportation related projects entered into by the Maryland Department of
Transportation.  The capital leases with component units include the general fund’s capital leases with the Maryland Stadium
Authority, which are being paid with the net proceeds transferred from certain Lottery games, and with other non-major
component units.  Following is a schedule of annual future minimum payments under these obligations, along with the pres-
ent value of the related net minimum payments as of June 30, 2005 (amounts expressed in thousands).

Years Ending Capital Lease Obligations with
June 30 Third Parties Component Units

2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 61,198 $ 33,904
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,571 33,814
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,599 33,943
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,574 33,391
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,481 33,439
2011-2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,594 163,573
2016-2020 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132,031 124,491
2021-2025 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99,521 47,379
2026-2030 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79,574 6,422

Total future minimum payments. . . . . . . . . . . . 726,143 510,356
Less: Amount representing interest . . . . . . 256,643 187,061
Less: Restricted cash and investments . . . . 29,264 19,075

Present value of net minimum payments. $440,236 $304,220

The reduction shown for restricted cash and investments in the amount of $48,339,000 are monies held by the bond trustee
to be used primarily for construction expenditures, including $29,264,000 held on behalf of the Maryland Economic
Development Corporation.

The assets acquired through capital leases are as follows (amounts expressed in thousands).
Third Parties

Asset Amount

Construction in progress  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $115,968
Land and improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,677
Buildings and improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 380,186
Machinery and equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 236,129
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,912

Total acquired assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 755,872
Less:  accumulated depreciation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 197,496

Total capital assets-net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $558,376

Other Liabilities – 

The Maryland Department of Transportation has entered into several financing agreements, primarily with the Maryland
Transportation Authority, for the financing of various transportation related projects, similar in nature to capital leases.  The
Department has obligations under other long-term liabilities of $409,587,000 as of June 30, 2005, bearing interest at annual
rates ranging from 1.0% to 6.6%.  Following is a schedule of annual future minimum payments under these obligations, along
with the present value of the related net minimum payments as of June 30, 2005 (amounts expressed in thousands).
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Years Ending June 30, Other Liabilities
2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,530
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,913
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,953
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,200
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,400
2011-2015  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193,611
2016-2020  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 143,173
2021-2025  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137,666
2026-2030  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81,054
2031-2035  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,418

Total future minimum payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 762,918
Less:  Amount representing interest  . . . . . . . . . . . . . . . . . . . . . . . . . . 318,343
Less:  Restricted cash and investments  . . . . . . . . . . . . . . . . . . . . . . . 34,988

Present value of net minimum payments  . . . . . . . . . . . . . . . . . . $409,587

The reduction shown for restricted cash and investments in the amount of $34,988,000 is monies held by the bond trustee
on behalf of the Maryland Transportation Authority to be used primarily for construction expenditures.

The assets acquired through other long-term liabilities are as follows (amounts expressed in thousands).

Asset Amount

Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 95,860
Buildings and improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 278,505
Machinery and equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 325
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,226

Total acquired assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 474,916
Less: accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,608
Total capital assets – net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $467,308

For the governmental activities, compensated absences, self insurance, escheat property claim payments, net pension
obligations, obligations under capital leases and other liabilities are generally liquidated by the general or special revenue
fund as applicable.

B.  Long Term Obligations – Business-type Activities:

Changes in long-term obligations for business-type activities as of June 30, 2005, are as follows (amounts expressed in
thousands).

Balance Balance Amounts Due
June 30, 2004 Additions Reductions June 30, 2005 Within One Year

Bonds Payable:
Revenue bonds payable  . . . . . . . . . . . $2,935,711 $559,152 $669,548 $2,825,315 $317,999

Other Liabilities:
Lottery prizes  . . . . . . . . . . . . . . . . . . . . 259,497 18,271 48,564 229,204 43,978
Escrow deposits  . . . . . . . . . . . . . . . . . . 39,315 5,639 7,555 37,399 11,281
Rebate liability  . . . . . . . . . . . . . . . . . . . 17,452 7,166 6,468 18,150 3,403
Compensated absences  . . . . . . . . . . . . 7,656 5,410 4,846 8,220 1,956
Self insurance costs  . . . . . . . . . . . . . . . 6,378 2,241 1,503 7,116 1,103
Obligations under capital leases  . . . . 3,132 1,459 1,673 461

Total other liabilities  . . . . . . . . . . . 333,430 38,727 70,395 301,762 62,182
Total long-term liabilities-

business type activities  . . . $3,269,141 $597,879 $739,943 $3,127,077 $380,181
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Debt service requirements for business-type activities’ notes payable and revenue bonds to maturity are as follows
(amounts expressed in thousands).

Maryland
Community Water Quality Maryland

Development Financing Transportation
Years Ending Administration Administration Authority

June 30, Principal Interest Principal Interest Principal Interest

2006  . . . . . . . . . . . . . . $ 280,570 $ 87,389 $ 9,349 $ 4,035 $ 28,080 $ 34,230
2007  . . . . . . . . . . . . . . 57,210 81,865 9,989 3,817 34,420 32,845
2008  . . . . . . . . . . . . . . 60,125 79,399 10,396 3,480 27,127 30,952
2009  . . . . . . . . . . . . . . 63,955 76,794 10,521 3,126 27,601 30,305
2010  . . . . . . . . . . . . . . 62,150 73,960 10,794 2,634 28,288 29,468
2011-2015  . . . . . . . . . 321,830 325,848 34,499 6,526 161,425 131,841
2016-2020  . . . . . . . . . 287,390 247,281 2,625 79 117,856 97,603
2021-2025  . . . . . . . . . 253,915 177,816 130,380 66,648
2026-2030  . . . . . . . . . 204,485 117,522 103,760 30,638
2031-2035  . . . . . . . . . 119,350 71,454 63,220 7,557
2036-2040  . . . . . . . . . 187,535 34,954
2041-2045  . . . . . . . . . 68,425 11,193
2046-2050  . . . . . . . . . 8,710 448

Total . . . . . . . . . . . 1,975,650 1,385,923 88,173 23,697 722,157 492,087
Discounts, premiums

and other deferred
costs . . . . . . . . . . . (2,067)

Accumulated accreted
interest  . . . . . . . . 41,402

Total . . . . . . . . $1,973,583 $1,385,923 $88,173 $23,697 $763,559 $492,087

Community Development Administration (Administration) - Revenue Bonds: 

The Administration, an agency of the Department of Housing and Community Development, has issued revenue bonds,
the proceeds of which were used for various mortgage loan programs.  Assets aggregating approximately $2,444,813,000 and
revenues of each mortgage loan program are pledged as collateral for the revenue bonds.  Interest rates range from   1.2 %
to 6.8%, with the bonds maturing serially through June, 2047.  The principal amount outstanding as of June 30, 2005, is
$1,973,583,000.  Substantially all bonds are subject to redemption provisions at the option of the Administration.
Redemptions are permitted at rates ranging from 100% to 102% of the outstanding principal amount.  During fiscal year 2005,
the Administration issued $393,145,000 of revenue bonds with interest rates ranging from 1.7% to 5.3% and maturing serial-
ly through June, 2047.

The Administration issues short-term tax-exempt bonds to preserve its allocation of the state volume ceiling until the
issuance of long-term bonds to finance mortgages.  In fiscal year 2005, the Administration issued Series 2004, Series J and
Series 2004, Series K, which are still outstanding as of June 30, 2005.  Series 2003, Series D and Series 2003, Series E were
issued in fiscal year 2004 and either were redeemed prior to maturity or matured in fiscal year 2005.

The short-term debt that was issued in fiscal year 2005 was in the Residential Revenue Bond Program Fund.

The following summarizes short-term debt activity in 2005 (amounts expressed in thousands).

Outstanding short-term debt as of June 30, 2004  . . . . . . . . . $220,310 
Issuance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,055 
Retirements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (220,310)

Outstanding short-term debt as of June 30, 2005  . . . . . . $170,055 

This amount of short-term debt is included in the restricted revenue bonds payable on the Statement of Net Assets.

Subsequent to June 30, 2005, the Administration redeemed a total of $69,720,000, of revenue bonds.

Maryland Water Quality Financing Administration (Administration) - Revenue Bonds:

The Administration, an agency of the Department of Environment, has issued revenue bonds for providing loans.
Interest rates range from 4.8% to 7.1% with principal of $76,508,000 due serially from September 1, 2005 to September 1, 2014,
and term bonds with an aggregate principal of $11,665,000 due from September 1, 2013 to 2015.  These bonds are payable
solely from the revenue, money or property of the Administration.  The bonds are subject to redemption provisions at the
option of the Administration.  Redemptions are permitted at premiums ranging up to 2.5% of the outstanding principal
amount.

On July 28, 2005, the Administration issued $63,560,000 to refund certain outstanding revenue bonds issued between 1992
and 1995 with interest rates ranging from 4.8% to 6.6%, in order to realize savings on debt service costs.  The interest rate on
the new issue is 3.3% and the bonds mature serially through 2015.  The net present value savings realized was $5,459,000.
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Maryland Transportation Authority Bonds:

Bonds outstanding as of June 30, 2005, are as follows (amounts expressed in thousands).

Series 1992 Revenue bonds, current interest serial bonds, maturing in annual installments from 
$13,970 to $14,570 from July 1, 2005, to July 1, 2006, with interest rates ranging from 5.7% to 5.8%, 
payable semiannually . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28,360

Series 1992 Capital appreciation revenue bonds maturing in annual installments of original principal
and an accreted amount ranging from $721 to $6,857 from July 1, 2005, to July 1, 2015, with approximate
yield to maturity of 6.0% to 6.4%  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,439

Series 1998 Revenue refunding bonds maturing in annual installments ranging from $220 to $9,510
from July 1, 2005  to July 1, 2006, with interest rates ranging from 4.4% to 5.0%, payable semiannually  . . . . 15,185

BWI Consolidated Car Rental Facility Revenue bonds, Series 2002a, maturing in annual installments ranging
from $1,690 to $8,505 from July 1, 2005, to July 1, 2032, with interest rates ranging from 2.8% to 6.7%,
payable semiannually . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 115,115

BWI Parking Garage Revenue Bonds, Series 2002b, maturing in annual installments ranging from $5,885 to
$17,470 from March 1, 2006, to March 1, 2027, with interest rates ranging from 4.0% to 5.3%, payable 
semiannually  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 259,760

BWI Facilities Projects Bonds, Series 2003, maturing in annual installments ranging from $8,800 to $11,200
from March 1, 2008, to March 1, 2014, with interest rates ranging from 2.2% to 2.3%, payable semiannually.. 69,700

WMATA Metrorail Parking Projects Bonds, Series 2004, maturing in annual installments ranging from $1,040
to $2,780 from March 1, 2006, to March 1, 2028, with interest rates ranging from 3.0% to 5.0%,  
payable semiannually . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,000

Series 2004 Revenue bonds maturing in annual installments of $1,000 to $15,235 from July 1, 2005 to 
July 1, 2006, with interest rates ranging from 4.5% to 5.0% payable semiannually, and term bonds maturing
July 1, 2034, with an interest rate of 5.0%  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 160,000

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $763,559

Revenue bonds are payable solely from the revenues of the transportation facilities projects.  The Series 1992 Revenue
Bonds are subject to redemption at the Authority’s option on or after July 1, 2005, at a redemption price of 100% of the prin-
cipal amount. 

Capital appreciation bonds payable as of June 30, 2005, include an accreted amount of $41,402,000.

Obligations Under Capital Leases -

Obligations of business-type activities under capital leases as of June 30, 2005, are as follows (amounts expressed in 
thousands).

State
Years Ending June 30, Lottery Agency

2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 461
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 440
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439

Total minimum lease payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,779
Less:  Imputed interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106

Present value of net minimum lease payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,673

The Lottery has entered into lease agreements for certain on-line gaming system equipment and a computer system.  As
of June 30, 2005, assets acquired under leases and the related accumulated amortization totaled $3,378,000 and $2,000,000,
respectively, and are included in capital assets in the Statement of Net Assets, Business-type Activities.

C.  Notes and Revenue Bonds Payable - Component Units: 

Higher Education -

Certain State higher education institutions have issued revenue bonds for the acquisition and construction of student
housing and other facilities.  Student fees and other user revenues collateralize the revenue bonds.  Interest rates range from
1.7% to 6.1% on the revenue bonds.  In August 2003, the University System of Maryland (System) issued equipment notes
payable with interest calculated using rates of interest determined through a periodic auction process.  The notes mature on
July 1, 2023 and may be converted to fixed interest rate instruments at the option of the System.
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Debt service requirements to maturity, excluding debt of the foundations in the amount of $1,698,000, are as follows
(amounts expressed in thousands).

Notes Payable and 
Years Ending Other Long-Term Debt Revenue Bonds 

June 30, Principal Interest Principal Interest
2006  . . . . . . . . . . . . . . . . . $ 2,718 $ 4,857 $ 57,551 $ 47,190
2007  . . . . . . . . . . . . . . . . . 1,992 4,733 61,495 44,177
2008  . . . . . . . . . . . . . . . . . 2,117 4,641 64,065 41,488
2009  . . . . . . . . . . . . . . . . . 2,264 4,540 66,599 38,718
2010  . . . . . . . . . . . . . . . . . 2,398 4,432 64,518 35,848
2011-2015  . . . . . . . . . . . . . 13,192 20,292 275,170 134,721
2016-2020  . . . . . . . . . . . . . 2,870 18,173 250,780 69,753
2021-2025  . . . . . . . . . . . . . 67,156 10,797 121,880 19,138
2026-2030  . . . . . . . . . . . . . 16,130 4,112
2031-2034  . . . . . . . . . . . . . 8,835 639

Total  . . . . . . . . . . . . . . 94,707 72,465 987,023 435,784
Accumulated accreted

interest and other
deferred costs  . . . . 28,457

Total  . . . . . . . . . . $94,707 $72,465 $1,015,480 $435,784

The bonds issued are the debt and obligation of the issuing higher education institutions and are not a debt and obliga-
tion of, or pledge of, the faith and credit of the State.

As of June 30, 2005, Morgan State University has $9,263,000 of defeased debt outstanding, resulting from the refunding
of the 1990 Revenue Bonds.  Accordingly, the trust account assets and the liability for the defeased bonds are not included in
these financial statements.

As of June 30, 2005, investments were held by the trustee for St. Mary’s College in the amount of $1,355,000, and restrict-
ed investments were held for Morgan State University in the amount of $15,195,000.

On April 20, 2005, St. Mary’s College issued $19,105,000 of 2005 Subordinate Revenue Bonds, Series A.  Proceeds of the
bonds will be used to refinance the 1997 Series A and the 2000 Series A bonds.  The Subordinate Revenue Bonds, Series A,
bear interest from 3.3% to 5.0%.  Annual maturities will increase from 2006 until the final payment of $4,480,000 becomes due
in 2030.  The bonds maturing after September 1, 2015 are callable at a premium of 1%.  The total difference between the cash
flows required to service the old debt and the cash flows required to service the new debt and complete the refunding was
$1,208,000. The economic gain on the transaction is $691,000.

As of June 30, 2005, the System had $1,088,249,000 of defeased debt outstanding resulting from the refunding of previ-
ously issued debt.  Accordingly, the trust account assets and the liability for the defeased bonds are not included in these
financial statements. 

As of June 30, 2005, cash and cash equivalents in the amount of $48,313,000 were held by the trustee for the System as
unexpended proceeds of the Revenue Bonds and the Revolving Loan Program Bonds.

On February 24, 2005, the System issued $174,910,000 of University System of Maryland Auxiliary Facility and Tuition
Revenue Bonds, 2005 Series A & B.  The 2005 Series A & B bonds consist of serial bonds maturing through the year ended
2021 with stated rates of interest from 4.0% to 5.0% and were issued at a net premium of $12,752,000.  Proceeds of the 2005
Series A & B bonds will be used to advance refund $128,570,000 of outstanding principal of previously issued debt and to
fund property acquisition, new construction and renovation projects. The purpose of the refunding was to realize savings on
debt service costs. The aggregate difference in debt service between the refunded debt and the refunding debt is $9,670,000.
The economic gain on the transaction is $8,055,000.

Obligations under capital leases of $7,082,000 exist as of June 30, 2005, bearing interest at annual rates ranging from 4.8%
to 6.8%.
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Maryland Stadium Authority (Authority) - Revenue Bonds:

Debt service requirements to maturity for Maryland Stadium Authority revenue bonds and notes payable are as follows
(amounts expressed in thousands).

Years Ending
June 30, Principal Interest

2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,915 $ 18,798
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,940 17,785
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,925 16,963
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,210 16,117
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,195 15,193
2011-2015  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97,360 59,721
2016-2020  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93,510 30,122
2021-2025  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,070 8,309
2026-2028  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,070 352

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 309,195 183,360
Unamortized discount net of

unamortized premium  . . . . . . . . . . . . . . . . . . . . . . . (8)
Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $309,187 $183,360

The Authority has issued various lease revenue bonds and notes to finance the construction of the baseball and football
stadiums, convention center expansions in Baltimore City and the Town of Ocean City and certain other facilities.  The out-
standing debt is to be repaid through capital lease payments from the State, as the State has entered into capital lease arrange-
ments for the use of the facilities financed with the debt proceeds.

As of June 30, 2005, the Authority had outstanding revenue bonds for the construction, renovation and expansion of cer-
tain facilities as follows (amounts expressed in thousands).

Outstanding Interest Maturity
Facility Amount Rates Date

Baseball Stadium . . . . . . . . . . . . . . . . . . . . $130,715 3.0% to  5.7% December 15, 2019
Football Stadium . . . . . . . . . . . . . . . . . . . . 78,875 4.7% to 5.8% March 1, 2026
Baltimore City
Convention Center. . . . . . . . . . . . . . . . . . . 37,025 5.3% to 5.9% December 15, 2014
Ocean City Convention Center . . . . . . . . 12,347 4.8% to 5.4% December 15, 2015
Hippodrome Performing Arts Center . . 19,123 5.0% to 6.3% June 15, 2022
Montgomery County 
Conference Center . . . . . . . . . . . . . . . . . . . 22,372 2.0% to 5.0% June 15, 2024
Camden Station . . . . . . . . . . . . . . . . . . . . . 8,730 3.0% to 5.2% December 15, 2024

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . $309,187

12.  Insurance:
The self-insurance liabilities represent the State’s liability for its various self-insurance programs.  The State is self-insured

for general liability, property and casualty, workers’ compensation, environmental and anti-trust liabilities and certain
employee health benefits.  Commercial insurance coverage is purchased for specialized exposures such as aviation hull and
liability, steam boiler coverage and certain transportation risks.  There were no significant reductions or changes in the com-
mercial insurance coverage from the prior year, and the amount of settlements have not exceeded insurance coverage for any
of the past three fiscal years.

All funds, agencies and authorities of the State participate in the self-insurance program (Program).  The Program, which
is accounted for in the general fund, allocates the cost of providing claims servicing and claims payment by charging a "pre-
mium" to each fund, agency or public authority, based on a percentage of each organization's estimated current-year payroll
or based on an average loss experienced by each organization.  This charge considers recent trends in actual claims experi-
ence of the State as a whole and makes provision for catastrophic losses.

The Program's liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be rea-
sonably estimated.  Liabilities include an amount for claims that have been incurred but not reported.  Because actual claims
liabilities depend on such complex factors as inflation, changes in legal doctrines, and damage awards, actual claims paid
could differ from these estimates.  Claims liabilities are reevaluated periodically to take into consideration recently settled
claims, the frequency of claims and other economic and social factors.  Non-incremental claims adjustment expenses have
been included as part of the liability for claims and adjustments for the general liability, property and casualty, workers’ com-
pensation, environmental and anti-trust liabilities.  Liabilities for incurred workers’ compensation losses to be settled by
fixed or reasonably determinable payments over a long period of time are reported at their present value using a 4.0% dis-
count rate.  The workers’ compensation and property and casualty costs are based upon separately determined actuarial val-
uations for the following fiscal years ending.  The employee health benefits liability is calculated based on claims subse-
quently reported and claims trends.
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Changes in the self-insurance liabilities during fiscal year 2005 were as follows (amounts expressed in thousands).
Claims and Amount

Balance Changes in Claim Balance Due Within 
June 30, 2004 Estimates Payments June 30, 2005 One Year

Property, casualty and general liability . . . $ 18,581 $ 7,642 $ 9,569 $ 16,654 $ 5,887
Workers’ compensation. . . . . . . . . . . . . . . . . 221,767 53,566 44,969 230,364 35,708
Employee health benefits . . . . . . . . . . . . . . . 66,428 759,178 747,395 78,211 78,211

Total self-insurance costs . . . . . . . . . . . $306,776 $820,386 $801,933 $325,229 $119,806

As of June 30, 2005, the Program held $107,704,000, in cash and investments designated for payments of these claims.  

Changes in the self-insurance liabilities during fiscal year 2004 were as follows (amounts expressed in thousands).
Claims and Amount

Balance Changes in Claim Balance Due Within 
June 30, 2003 Estimates Payments June 30, 2004 One Year

Property, casualty and general liability . . . $ 16,314 $ 13,582 $ 11,315 $ 18,581 $ 6,224
Workers’ compensation. . . . . . . . . . . . . . . . . 211,517 53,968 43,718 221,767 34,374
Employee health benefits . . . . . . . . . . . . . . . 67,076 672,100 672,748 66,428 66,428

Total self-insurance costs . . . . . . . . . . . $294,907 $739,650 $727,781 $306,776 $107,026

As of June 30, 2004 the Program held $102,401,000, in cash and investments designated for payments of these claims.

13.  Fund Equity:
The unrestricted deficit for governmental activities on the government-wide statement of net assets is $1,296,225,000.

This occurs because the State incurs debt for the purposes of capital acquisition and construction on behalf of local govern-
ments and private organizations.  Since the incurrence of this debt does not result in capital assets of the State, the debt is not
reflected in the net asset category, invested in capital assets, net of related debt, but rather in the unrestricted net assets cat-
egory.  As of June 30, 2005, the State has reported outstanding general obligation bonds and capital leases applicable to these
non-State projects of $3,105,649,000.  Without State financing for these capital assets, the State would have reported positive
unrestricted net assets of governmental activities in the amount of $1,809,424,000.

A portion of the general fund’s fund balance, in the amount of $540,110,000 as of June 30, 2005, has been reserved for the
State Reserve Fund.  The State Reserve Fund is comprised of the Economic Development Opportunities Program Account,
Catastrophic Event Account, Revenue Stabilization Account and Joseph Fund Account with balances as of June 30, 2005, of
$11,629,000, $7,110,000, $521,358,000, and $13,000, respectively.  The Economic Development Opportunities Program Account
is to be used for extraordinary economic development opportunities and only as a supplement to existing programs.  The
Catastrophic Event Account is to be used to respond without undue delay to a natural disaster or other catastrophic event
that cannot be managed without appropriations.  The Revenue Stabilization Account is designed to retain State revenues for
future needs and reduce the need for future tax increases.  The purpose of the Joseph Fund Account is to set aside reserves
in time of economic prosperity to meet the emerging needs of economically disadvantaged citizens of the State.

In addition, a portion of the general fund’s fund balance, in the amount of $414,773,000, representing restricted revenue
carry forwards, has been reserved.  The largest restricted revenue carry forwards are related to health and mental hygiene
programs, $239,249,000; natural resources and recreation programs, $43,097,000; judicial programs, $50,786,000; environ-
mental programs, $30,574,000; and public safety programs, $16,591,000.  Such amounts are reserved because the use of the
funds is legally restricted for a specific purpose.

A portion of the other governmental funds’ fund balance is reserved for sinking fund deposits of $2,916,000, set aside to
redeem the 2002 Qualified Zone Academy Bonds due in 2016.  A portion of the general fund unreserved fund balance is des-
ignated for fiscal year 2006 appropriations in the amount of $776,867,000.  Portions of the other governmental funds’ unre-
served fund balance are designated for payment of the debt service on General Obligation and Department of Transportation
long-term debt in the amounts of $114,077,000 and $1,756,000, respectively.  The undesignated deficit fund balance in other
governmental funds of $181,489,000 results from the reservation for encumbrances of $373,598,000 for future construction
projects in the capital projects fund.

14. Segment Information:
The State’s Economic Development Loan Program contains two separately identifiable activities that have separately

issued revenue bonds outstanding; housing loans of the Community Development Administration and water quality loans
of the Maryland Water Quality Administration.

The Community Development Administration (CDA) has issued revenue bonds, the proceeds of which were used for
various mortgage loan programs.  The assets of the loan program and revenues of each mortgage loan program are pledged
as collateral for the revenue bonds.  The bond indentures require the CDA to separately account for the identifiable activi-
ty’s revenues, expenses, gains and losses, assets and liabilities.
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The Maryland Water Quality Administration has issued revenue bonds to encourage capital investment for wastewater
and drinking water projects.  These bonds are payable solely from, and secured by, the revenue, money or property of the
Maryland Water Quality Administration.  The bond indentures require separate accounting for the identifiable activity’s rev-
enues, expenses, gains and losses, assets and liabilities.

Summary financial information for the two loan programs is presented below.

Condensed Statement of Net Assets
As of June 30, 2005
(Expressed in Thousands)
Community Development Maryland Water Quality

Administration Administration

Assets:
Current restricted assets . . . . . . . . . . . . . . . . . . . $ 576,689 $ 30,949
Non-current restricted assets . . . . . . . . . . . . . . . 1,862,575 124,631

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,439,264 155,580
Liabilities:

Due to other funds. . . . . . . . . . . . . . . . . . . . . . . . 398
Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . 350,978 10,713
Non-current liabilities . . . . . . . . . . . . . . . . . . . . . 1,729,992 80,641

Total liabilities. . . . . . . . . . . . . . . . . . . . . . . . . 2,081,368 91,354
Net Assets:

Restricted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 357,896 64,226
Total net assets . . . . . . . . . . . . . . . . . . . . . . . . $ 357,896 $ 64,226

Condensed Statement of Revenues, Expenses, and Changes in Net Assets
for the year ended, June 30, 2005

(Expressed in Thousands)
Community Development Maryland Water Quality

Administration Administration

Operating income (expenses):
Interest on loan income . . . . . . . . . . . . . . . . . . . . $ 85,094 $ 5,264
Interest and other investment income  . . . . . . . 65,059 1,185
Interest expense  . . . . . . . . . . . . . . . . . . . . . . . . . . (99,237) (5,571)
Other operating revenues  . . . . . . . . . . . . . . . . . . 4,725
Other operating expenses  . . . . . . . . . . . . . . . . . . (16,998) (51)

Operating Income  . . . . . . . . . . . . . . . . . . . . . . 38,643 827

Non-operating revenues (expenses)  . . . . . . . . . . . . (629) (5,480)
Change in net assets  . . . . . . . . . . . . . . . . . . . . 38,014 (4,653)
Beginning net assets  . . . . . . . . . . . . . . . . . . . . 319,882 68,879

Ending net assets  . . . . . . . . . . . . . . . . . . . . . $357,896 $64,226

Condensed Statement of Cash Flows
for the year ended, June 30, 2005

(Expressed in Thousands)
Community Development Maryland Water Quality

Administration Administration

Net cash provided (used) by:
Operating activities  . . . . . . . . . . . . . . . . . . . . . . . $ 197,663 $ 18,924
Non-capital financing activities  . . . . . . . . . . . . . (343,140) (19,833)
Investing activities  . . . . . . . . . . . . . . . . . . . . . . . . 181,796 944

Beginning cash and cash equivalents  . . . . . . 230,340 12
Ending cash and cash equivalents  . . . . . . $ 266,659 $ 47

15.  Retirement Benefits:
State Retirement and Pension System of Maryland (System):

The State contributes to the System, an agent multiple-employer public employee retirement system established by the
State to provide pension benefits for State employees (other than employees covered by the Maryland Transit Administration
Pension Plan described below) and employees of 135 participating political subdivisions or other entities within the State.
The non-State entities that participate within the System receive separate actuarial valuations in order to determine their
respective funding levels and actuarial liabilities.  Retirement benefits are paid from the System's pooled assets rather than
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from assets relating to a particular plan participant.  Consequently, the System is accounted for as a single plan as defined in
GASB Statement No. 25, “Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans.”  The System prepares a separately audited Comprehensive Annual Financial Report, which can be
obtained from the State Retirement and Pension System of Maryland, 120 E. Baltimore Street, Baltimore, Maryland 21202.

Plan Description:

The System, which is administered in accordance with the State Personnel and Pensions Article of the Annotated Code
of Maryland, consists of several plans which are managed by the Board of Trustees for the System.  All State employees and
employees of participating entities are covered by the plans.

“Retirement System” - retirement programs for substantially all State employees, teachers, State police and judges who
are not members of the State Pension System.

“Pension System” - retirement programs for employees and teachers hired after January 1, 1980, and prior employees
who have elected to transfer from the Retirement System.

The System provides retirement, death and disability benefits in accordance with State statutes.  Vesting begins after com-
pletion of 5 years of service.  A member terminating employment before attaining retirement age, but after completing 5 years
of service becomes eligible for a vested retirement allowance provided the member lives to age 60 (age 62 for the Pension
System, age 50 for State police) and does not withdraw his or her accumulated contributions.  Members of the Retirement
System may retire with full benefits after attaining the age of 60, or completing 30 years of service credit, regardless of age.
Members of the Pension Systems may retire with full benefits after attaining the age 62, or after completing 30 years of
Service Credit, regardless of age.  State police members may retire with full benefits after attaining age 50, or completing 22
years of service credit, regardless of age.  Members of the Law Enforcement Officers System may retire with full benefits at
age 50, or completing 25 years of service credit, regardless of age.

The annual benefit for Retirement System Members is equal to 1/55 (1.8%) of the member’s highest three-year average
salary multiplied by the number of years of service credit.  A member may retire with reduced benefits after completing 25
years of service, regardless of age.  Legislation enacted during the 1998 legislative session changed certain provisions of the
Pension Systems and provided for a contributory pension system and a non-contributory pension system.  A member of the
contributory pension system will generally receive, upon retirement, an annual service retirement allowance equal to 1.2%
of the member’s highest three-consecutive year average salary multiplied by the number of years of service credit on or
before June 30, 1998, plus 1.4% of the highest three consecutive year average salary multiplied by the number of years of serv-
ice credit after July 1, 1998.  The annual benefit for a non-contributory pension system member is equal to 0.8% of the mem-
ber’s highest three-consecutive year average salary multiplied by the number of years of service credit, with a provision for
additional benefits for compensation earned in excess of the Social Security wage base.  A member of either type of pension
system may retire with reduced benefits after attaining age 55 and completing 15 years of service.

The annual retirement allowance for a State Police member is equal to 2.55% of the member’s highest three-year average
salary multiplied by each year of service up to a maximum of 28 years.  The annual retirement allowance for a member of
the Law Enforcement Officers Pension System is 2.0% of the member’s highest three-consecutive year average salary multi-
plied by each year of service up to a maximum of 30 years.  Neither the State Police Retirement System nor Law Enforcement
Officers Pension System provide for an early retirement.

Funding Policy:

The State’s required contributions are based upon actuarial valuations.  Effective July 1, 1980, in accordance with the law
governing the Systems, all benefits of the System are funded in advance.  The entry age normal cost method is the actuarial
cost method used to determine the employers’ contribution rates and the actuarial accrued liability.  Members of the
Retirement System are required to contribute to the System a fixed percentage of their regular salaries and wages, 7.0% or
5.0% depending on the retirement plan selected.  Members of the contributory pension system are required to contribute to
the System 2.0% of their regular salaries and wages.  Members of the non-contributory pension system are required to con-
tribute to the System 5.0% of their regular salaries and wages that exceed the Social Security wage base.  State Police mem-
bers are required to contribute 8.0% of their regular salaries and wages to the System.  Members of the Law Enforcement
Officers Pension System are required to contribute 7% of earnable compensation, except that any member who had previ-
ously elected the 5% contribution 5% COLA option shall continue to contribute 5% of earnable compensation.  All contribu-
tions are deducted from each member’s salary, and wage payments are remitted to the System on a regular and periodic
basis.

The contribution requirements of the System members, as well as the State and participating governmental employers,
are established and may be amended by the Board of Trustees for the System.  Effective July 1, 2002, State law provides that
the contribution rates may be more or less than the actuarially determined rates for the Employees’ Retirement and Pension
Systems and the Teachers’ Retirement and Pension Systems.  Contributions to these Systems are based on the Corridor
Funding Method which establishes a budgetary contribution rate.  During fiscal year 2005, the State paid $603,940,000, of the
required contribution totaling $742,362,000, which was 7.8% of covered payroll and 81% of the required payment. The dif-
ference represents an additional pension cost liability in the government-wide statement of net assets. The State makes non-
employer contributions to the System for local school system teachers.  The covered payroll amount includes amounts for
employees for whom the State pays retirement benefits, but does not pay the payroll.
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Annual Pension Cost and Net Pension Obligation:

The annual pension cost and net pension obligation as of June 30, 2005, are as follows (amounts expressed in thousands).

Teachers’ Employees’ Law
Retirement Retirement State Police Judges’ Enforcement

and Pension and Pension Retirement Retirement Officers’ Pension
System System System System System

Annual required contribution  . . . $457,354 $244,791 $158 $12,484 $24,276
Interest on net pension

obligation . . . . . . . . . . . . . . . . . . 4,581 6,361
Actuarial adjustment to

annual required 
contribution . . . . . . . . . . . . . . . . (3,200) (4,443)

Annual pension cost  . . . . . . . . . . . 458,735 246,709 158 12,484 24,276

Contributions made . . . . . . . . . . . . 438,454 128,568 158 12,484 24,276
Increase (decrease)

in net pension obligation  . . . . 20,281 118,141
Net pension obligation,

beginning of year  . . . . . . . . . . . 59,113 82,083
Net pension obligation,

end of year  . . . . . . . . . . . . . . . . $ 79,394 $200,224 $ - $ - $ -

Three Year Historical Trend Information for the System is as follows (amounts expressed in thousands).
Annual Pension Cost

Fiscal Year Ended June 30,
Plan 2005 2004 2003

Teachers’ Retirement and Pension System . . . . . . . . . . . . . . . . . . . $438,454 $417,971 $388,220
Employees’ Retirement and Pension System  . . . . . . . . . . . . . . . . 128,568 125,714 125,311
State Police Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 158 5,827 4,850
Judges’ Retirement System . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,484 14,673 14,851
Law Enforcement Officers Pension System  . . . . . . . . . . . . . . . . . . 24,276 22,178 23,394

Percentage of Annual Pension Cost
Contributed

Fiscal Year Ended June 30,
Plan 2005 2004 2003

Teachers’ Retirement and Pension System . . . . . . . . . . . . . . . . . . . 96% 93% 94%
Employees’ Retirement and Pension System  . . . . . . . . . . . . . . . . 53 73 79
State Police Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 100 100
Judges’ Retirement System . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 100 100
Law Enforcement Officers Pension System  . . . . . . . . . . . . . . . . . . 100 100 100

Net Pension Obligation
Fiscal Year Ended June 30,

Plan 2005 2004 2003

Teachers’ Retirement and Pension System . . . . . . . . . . . . . . . . . . . $ 79,394 $59,113 $24,704
Employees’ Retirement and Pension System  . . . . . . . . . . . . . . . . 200,224 82,083 33,889
State Police Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . --- --- ---
Judges’ Retirement System . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . --- --- ---
Law Enforcement Officers Pension System  . . . . . . . . . . . . . . . . . . --- --- ---
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The fiscal year 2005 net pension obligations were determined as a part of an actuarial valuation as of June 30, 2005.  The
fiscal year 2005 annual pension cost was determined as a part of an actuarial valuation as of June 30, 2003.  The significant
actuarial assumptions listed below were used for all plans.

Valuation method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Entry Age Normal Cost Method
Cost method of valuing assets  . . . . . . . . . . . . . . . . . . . . . Smoothing (difference in experienced and assumed return)
Rate of return on investments  . . . . . . . . . . . . . . . . . . . . . 7.75%
Rate of salary increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . Varies
Projected inflation rate  . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.0%; general wage inflation is 4% which includes the 3.0%

inflation assumption.
Post retirement benefit increase . . . . . . . . . . . . . . . . . . . . Varies
Amortization method  . . . . . . . . . . . . . . . . . . . . . . . . . . . . Level Percent of Payroll
Remaining amortization period . . . . . . . . . . . . . . . . . . . . 15 years as of June 30, 2005 for prior UAAL

New layer as of June 30, 2001  . . . . . . . . . . . . . . . . . . 21 years as of June 30, 2005 for new UAAL
New layer as of June 30, 2002  . . . . . . . . . . . . . . . . . . 22 years as of June 30, 2005 for new UAAL
New layer as of June 30, 2003  . . . . . . . . . . . . . . . . . . 23 years as of June 30, 2005 for new UAAL
New layer as of June 30, 2004  . . . . . . . . . . . . . . . . . . 24 years as of June 30, 2005 for new UAAL
New layer as of June 30, 2005  . . . . . . . . . . . . . . . . . . 25 years as of June 30, 2005 for new UAAL

Status of period (Open or Closed) . . . . . . . . . . . . . . . . . . Closed

Maryland Transit Administration Pension Plan (Plan):

The Plan is a single employer non-contributory plan, which covers all Maryland Transit Administration (Administration)
employees covered by a collective bargaining agreement and all those management employees who were employed by the
Baltimore Transit Company.  In addition, employees who enter the management group as a result of a transfer from a posi-
tion covered by a collective bargaining agreement maintain their participation.  For the year ended June 30, 2005, the
Administration's covered and total payroll was $121,415,000.  The Plan is administered and funded in compliance with the
collective bargaining agreements, which established the Plan.

Plan Description:

The Plan provides retirement, normal and early, death and disability benefits.  Members may retire with full benefits at
age 65 with five years of credited service or age 52 with 30 years of credited service.  The annual normal retirement benefit
is 1.4% (1.3% prior to September 8, 2002) of final average compensation multiplied by credited service, with minimum and
maximum benefit limitations.  Participants are fully vested after five years of credited service.

As of June 30, 2005, membership in the Plan includes 1,191 retirees and beneficiaries currently receiving benefits, 442 ter-
minated members entitled to, but not yet receiving, benefits and 2,641 current active members.  There were no investments
in, loans to, or leases with parties related to the Plan.  There were no Plan investments representing 5 percent or more of total
Plan assets. 

Funding Policy:

The Administration’s required contributions are based on actuarial valuations.  The entry age normal cost method is the
actuarial cost method used to determine the employer’s contribution rates and the actuarial accrued liability.  All adminis-
trative costs of the Plan are paid by the Plan.

Employer contributions to the Plan totaling $19,695,000 (16.2% of covered payroll) for fiscal year 2005 were made in accor-
dance with actuarially determined contribution requirements based on an actuarial valuation performed as of June 30, 2004.
This amount consisted of $3,621,000 normal cost and $16,074,000 amortization of the actuarial accrued liability (3.0% and
13.2%, respectively, of covered payroll).

The liquidation period for the actuarial accrued liabilities, as provided by law, is 14 years from June 30, 2005.

Significant actuarial assumptions used to compute contribution requirements are the same as those used to compute the
annual pension cost and net pension obligations.  The computation of the annual required contribution for fiscal year 2005
was based on the same actuarial assumptions, benefit provisions, actuarial funding method and other significant factors used
to determine pension contribution requirements in the previous year.

Annual Pension Cost and Net Pension Obligation:

The Administration’s annual pension costs for the fiscal years ending June 30, 2005, 2004, and 2003 were $19,695,000,
$19,187,000 and $16,545,000, respectively.

The Administration contributed 100% of the annual pension cost for each of the fiscal years ended June 30, 2005, 2004 and
2003 for the Plan.  Accordingly, the Administration’s net pension obligation was zero as of June 30, 2005, 2004 and 2003 for
the Plan. 

The fiscal year 2005 net pension obligations were determined as a part of an actuarial valuation as of June 30, 2005. The
fiscal year 2005 annual pension cost was determined as a part of an actuarial valuation as of June 30, 2004.  The significant
actuarial assumptions listed below were used for the Plan.
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Valuation method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Entry Age Normal Cost Method
Cost method of valuing assets  . . . . . . . . . . . . . . . . . . . . . Smoothing 
Rate of return on investments  . . . . . . . . . . . . . . . . . . . . . 8.0% Compounded per Annum
Projected inflation rate  . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.0%
Rate of salary increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.0% Compounded per Annum 
Postretirement benefit increase  . . . . . . . . . . . . . . . . . . . . 3.0% of original benefit amount
Amortization method  . . . . . . . . . . . . . . . . . . . . . . . . . . . . Level dollar annual installments
Remaining amortization period . . . . . . . . . . . . . . . . . . . . 14 years from June 30, 2005 for prior UAAL
New amortization period  . . . . . . . . . . . . . . . . . . . . . . . . . 22 years from June 30, 2005 for new UAAL
Status of period (Open or Closed) . . . . . . . . . . . . . . . . . . Closed

During fiscal year 2005, there were no changes in actuarial assumptions or benefit provisions from 2004 that significant-
ly affected the valuation of the annual pension cost and net pension obligation.  No significant changes in these assumptions
are planned in the near term.  Effective July 1, 2002, the Administration implemented two changes to the funding procedures:
an increase in the asset smoothing factor from three to five years and an increase in the amortization period for funding
future gains and losses to a 25 year period for each year’s gain or loss. 

Post Retirement Benefits:

The State also provides, in accordance with State Merit System Laws, post employment health care benefits to retired
employees and their dependents (generally employees who retired before July 1, 1984, employees who retired on or after July
1, 1984, with at least 5 years of creditable service and employees who receive disability retirement allowances or special death
benefits).  The State subsidizes approximately 50% to 85% of covered medical and hospitalization costs, depending on the
type of insurance plan.  The State assesses a surcharge for post employment health care benefits, which is based on health
care insurance charges for current employees.  During fiscal year 2005, the benefits paid amounted to $145,919,000.  Costs are
recognized as they are paid.  There are 33,641 participants currently receiving benefits. See Footnote 1 concerning imple-
mentation of GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits other
than Pensions.

Deferred Compensation Plan (Plan):

The State offers its employees a deferred compensation plan (Plan) created in accordance with Internal Revenue Code
Sections 457, 403(b), 401(a) and 401(k).  The Plan, available to eligible State employees, permits participants to defer a por-
tion of their salary until future years.  Participation in the Plan is optional.  The deferred compensation is not available to
employees until termination, retirement, death or unforeseeable emergency.  State law provides that the Governor appoint
the nine member Board of Trustees of the State's Supplemental Retirement Systems.  The Board is responsible for the imple-
mentation, maintenance and administration of the Plan. 

The State of Maryland Match Plan and Trust was established by the State on July 1, 1999.  The plan is designed to be a
tax-qualified 401(a) defined contribution matching plan under Internal Revenue Code section 401(a).  Under plan provisions,
the State contributes to each participant’s account an amount equal to each participant’s contributions to the State’s
Supplemental Retirement Plans during the same plan year.  For State fiscal years 2000 and 2001 the maximum amount con-
tributed to this plan for each participant was $600.  The $600 maximum contribution for each participant was reduced to $500
for state fiscal year 2002.  The Governor proposed and the State Legislature approved the elimination of the State's matching
contribution to the Plan for each participant for the fiscal years beginning July 1, 2003 and July 1, 2004.  The matching state
contribution was reinstated for a maximum of $400 for the fiscal year beginning July 1, 2005.  An employees interest in
his/her account is fully vested at all times.  The match program continues to be established and funded in statute. 

16.  Commitments:

The State’s governmental funds lease office space under various agreements that are accounted for as operating leases.
Many of the agreements contain rent escalation clauses and renewal options.  Rent expenditures for fiscal year 2005 were
approximately $58,763,000.  Future minimum rental payments for noncancelable leases of more than one year as of June 30,
2005, are as follows (amounts expressed in thousands).

Years ending June 30, Amounts
2006. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $57,744
2007. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,844
2008. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,605
2009. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,943
2010. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,970
2011-2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,443
2016-2020 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,711
2021-2025 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,453
2026-2030 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,453
2031-2035 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 897

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $328,063

As of June 30, 2005, the governmental funds, other than the Department of Transportation, had commitments of approx-
imately $157,142,000 and $8,273,000, for the completion of projects under construction and for service contracts, respectively.



80

As of June 30, 2005, the Department of Transportation and Maryland Transportation Authority had commitments of
approximately $2,632,233,000 and $274,000,000, respectively, for construction of highway and mass transit facilities.

Approximately 32% of future expenditures related to the Department of Transportation commitments are expected to be
reimbursed from proceeds of approved Federal grants when the actual costs are incurred.  The remaining portion will be
funded by other financial resources of the Department of Transportation.

The Department of Transportation, as lessor, leases space at various marine terminals, airport facilities and office space
pursuant to various cancelable operating leases with scheduled rent increases .  Minimum future rental revenues are as fol-
lows (amounts expressed in thousands).

Years Ending June 30, Amounts

2006. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $137,567
2007. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129,381
2008. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 115,131
2009. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84,363
2010. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,548
2011 -2015. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 189,151

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $728,141

The cost and accumulated depreciation of the assets as of June 30, 2005, are $940,561,000 and $248,235,000, respectively.

Total minimum future rental revenues do not include contingent rentals that may be received under certain concession
leases on the basis of a percentage of the concessionaire's gross revenue in excess of stipulated minimums. Rental revenue
was approximately $113,032,000 for the year ended June 30, 2005.

As of June 30, 2005, the Maryland State Lottery Agency had commitments of approximately $40,747,000, for services to
be rendered relating principally to the operation of the lottery game.

As of June 30, 2005, several enterprise fund loan programs within the Department of Business and Economic
Development had committed to lend a total of $35,066,000 in additional loans, i.e., the Maryland Economic Development
Assistance Authority Fund, $23,256,000, Maryland Economic Development Opportunities Program Fund, $11,000,000, and
Maryland Economic Adjustment Fund, $810,000.  The State Funded Loan Programs and Maryland Water Quality
Administration, enterprise fund loan programs, committed to provide $54,041,000 and $170,202,000 in loans, respectively.
The Community Development Administration, also an enterprise fund loan program, has $341,445,000 of revenue bonds out-
standing that are not included in the financial statements of the Administration because the bonds are not guaranteed by the
State or any other program of the State or any political subdivision.  The revenue bonds are secured solely by the individual
multi-family project properties, related revenues, applicable credit enhancements, or investments equal to the debt out-
standing.

Pursuant to legislation enacted by the Maryland General Assembly in April, 1996, the Maryland Stadium Authority is
required to pay $2,400,000 per year into the Public School Construction Fund over ten years, subject to availability of funds,
beginning in fiscal year 2001.  Payment for fiscal year 2005 was required and paid.

As of June 30, 2005, the higher education fund had commitments of approximately $215,734,000 for the completion of
projects under construction.

17.  Contingencies:
The State is party to legal proceedings that normally occur in governmental operations.  The legal proceedings are not, in

the opinion of the Attorney General, likely to have a material, adverse impact on the financial position of the State as a whole.

As of June 30, 2005, economic development loan programs were contingently liable to financial institutions for $5,938,000
for the repayment of loans for small businesses.  Non-major enterprise funds were contingently liable as insurers of
$373,193,000 of $635,361,000 mortgage loans made by public and private lenders.  Non-major component units were contin-
gently liable as insurers of $38,499,000 of $494,913,000 economic development and growth bonds issued by financial institu-
tions.

As of June 30, 2005, there were approved economic development bonds pending settlement which were insured by non-
major component units for $15,596,000.

The State receives significant financial assistance from the U.S. Government.  Entitlement to the resources is generally
conditioned upon compliance with terms and conditions of the grant agreements and applicable Federal regulations, includ-
ing the expenditure of the resources for eligible purposes.  Substantially all grants are subject to financial and compliance
audits by the grantors.  Any disallowances as a result of these audits become a liability of the fund which received the grant.
As of June 30, 2005, the State estimates that no material liabilities will result from such audits. 
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18.  Tobacco Settlement:
Legislation enacted by the 1999 General Assembly established the Cigarette Restitution Fund for all revenues received

from any judgment against or settlement with the tobacco industry.  Expenditures from the fund are made by an appropria-
tion in the annual State budget.  The law provides that at least 50% of the appropriations shall be made for tobacco or health
related purposes and the remaining appropriations may be for any public purpose.  During the 2002 legislative session, leg-
islation was enacted providing that for each of fiscal years 2003 through 2006, at least 25% of the appropriations shall be made
for the Maryland Medical Assistance Program (Medicaid); the 2005 legislative session increased that percentage to 30% for
each year for which appropriations are made.  During the 2003 legislative session, legislation was enacted requiring that .15%
of the fund be appropriated for enforcing the escrow requirements for nonparticipating tobacco product manufacturers.
Transfers of $118,601,000 were made from the proceeds in the Cigarette Restitution Fund for fiscal year 2005 expenditure of
appropriations.

As part of the Master Settlement Agreement between the states and the tobacco companies, Maryland’s share during fis-
cal year 2005 was $151,264,000, including the award from the arbitration panel for attorney fees.  Pursuant to a settlement
between the State and legal counsel resolving all disputes, $30,000,000 was disbursed to legal counsel in fiscal year 2005.

It is estimated that the payments made to the State pursuant to the Master Settlement through fiscal year 2010 will total
$1.7 billion, of which $149,873,000 will go to outside counsel.  The actual amount paid each year, however, will reflect adjust-
ments for inflation and cigarette shipment volume.  In addition, the State expects to receive $51,919,000 during that same
period pursuant to an award for attorney fees by the national arbitration panel.

19.  Landfill Closure and Postclosure Care Costs:
State and Federal laws require the Maryland Environmental Service (the Service) to cover the Midshore Regional Landfill

(Midshore), which the current cell is expected to close in January 2007, and to perform certain maintenance and monitoring
functions at the Midshore and Easton Landfill (Easton) sites for thirty years after closure.  Although closure and postclosure
care costs at Midshore will be paid near or after the date the landfill stops accepting waste, the Service reports  a portion of
these closure and postclosure care costs as a liability based upon the estimated useful life of the landfill. Midshore's current
cells are approximately 85% filled as of June 30, 2005.  Total closure and postclosure care costs for the landfill is currently esti-
mated to be $10,067,000, as determined through engineering studies and $8,571,000 has been recognized as a liability in the
June 30, 2005 Combining Statement of Net Assets, Non-Major Component Units.  Actual costs may be subject to change due
to inflation, deflation, technology, and changes in applicable laws and regulations.

A receivable from project participants corresponding to the accrued liability has also been recorded. 

The Service will construct and bring on line by January 2008 an additional cell in order to extend the life of the landfill to
December 2010.  Closure and postclosure cost will be adjusted in the future to include this increase in capacity.

Under Federal regulations, the Service has satisfied its financial assurance requirements based upon the local government
financial ratio tests of the project participants as of June 30, 2004.  The Service expects to satisfy these requirements as of June
30, 2005, using the same criteria.
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STATE OF MARYLAND

Reconciliation of the Budgetary General and Special Fund, Fund Balances
to the GAAP General and Special Revenue Fund, Fund Balances

June 30, 2005
(Expressed in Thousands)

General Special
Amount in budgetary funds, fund balance (page 85)  . . . . . . . . . . . . . . . . . . . . . . . . . . $1,872,213 $1,304,977 

Budgetary special funds reclassified to the general fund  . . . . . . . . . . . . . . . . . . . . . 584,918 (584,918)
Budgetary special funds reclassified to other funds  . . . . . . . . . . . . . . . . . . . . . . . . . (429,954)
Other non-budgetary funds reclassified to governmental funds  . . . . . . . . . . . . . . . 40,888 3,020 

Total of budgetary fund balances reclassified into the governmental
funds’ fund structure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,498,019 293,125 

Accounting principle differences:
Assets recognized in the governmental funds financial statements

not recognized for budgetary purposes:
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,708 109 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,101)
Taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,372 3,197 
Intergovernmental receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,602 
Other accounts receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225,377 2,981 
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (126,424)
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,434 60,259 
Due from component units  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 540 

Liabilities recognized in the governmental funds financial
statements not recognized for budgetary purposes:

Accounts payable and accrued liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,995 (5,329)
Accounts payable to political subdivisions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (124,873) (767)
Due to other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,878) (9,989)
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,611 
Accrued self insurance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,425)

Financial statement governmental funds' fund balances,
June 30, 2005 (page 26) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,621,957 $ 343,586 

See accompanying Notes to Required Supplementary Information.



87

STATE OF MARYLAND

Required Supplemental Schedule of Funding Progress for
Pension and Retirement System

(Expressed in Thousands)

(Unfunded AAL)
Actuarial Actuarial Actuarial (Unfunded AAL) /Excess
Valuation Value of Accrued /Excess of as a

Date Plan Liability (AAL) Assets Funded Covered Percentage of
June 30, Assets Entry Age over AAL Ratio Payroll (1) Covered Payroll (2)

TEACHERS RETIREMENT AND PENSION SYSTEM
2005 $20,801,529 $23,305,198 $(2,503,669) 89.26% $4,867,396 (51.44)%
2004 20,155,415 21,724,178 (1,568,763) 92.78 4,543,444 (34.53)
2003 19,626,676 21,152,063 (1,525,387) 92.79 4,522,202 (33.73)
2002 19,424,000 21,117,046 (1,693,046) 91.98 4,323,053 (39.16)
2001 19,182,750 20,126,943 (944,193) 95.31 3,994,201 (23.64)
2000 18,419,539 18,994,294 (574,755) 96.97 3,729,845 (15.41)

EMPLOYEES RETIREMENT AND PENSION SYSTEM
2005 $11,855,673 $13,671,756 $(1,816,083) 86.72% $3,537,602 (51.34)%
2004 11,514,655 12,621,578 (1,106,923) 91.23 3,337,542 (33.17)
2003 11,244,008 12,083,197 (839,189) 93.05 3,424,054 (24.51)
2002 11,162,265 11,385,749 (223,484) 98.04 3,356,671 (6.66)
2001 11,021,958 10,789,907 232,051 102.15 3,084,859 7.52 
2000 10,593,917 9,907,683 686,234 106.93 2,829,250 24.25 

STATE POLICE RETIREMENT SYSTEM
2005 $ 1,289,345 $ 1,284,950 $ 4,395 100.34% $ 76,463 5.75 %
2004 1,287,981 1,200,605 87,376 107.28 76,445 114.30 
2003 1,285,201 1,062,383 222,818 120.97 80,839 275.63 
2002 1,300,402 1,030,575 269,827 126.18 83,142 324.54 
2001 1,305,556 993,847 311,709 131.36 79,383 392.66 
2000 1,269,418 911,273 358,145 139.30 79,388 451.13 

JUDGES RETIREMENT SYSTEM
2005 $ 260,125 $ 328,033 $ (67,908) 79.30% $ 33,074 (205.32)%
2004 250,272 312,285 (62,013) 80.14 32,937 (188.28)
2003 240,207 279,008 (38,801) 86.09 33,167 (116.99)
2002 234,558 267,532 (32,974) 87.67 31,824 (103.61)
2001 229,022 254,913 (25,891) 89.84 30,554 (84.74)
2000 216,374 236,446 (20,072) 91.51 30,147 (66.58)

LAW ENFORCEMENT OFFICERS' PENSION SYSTEM
2005 $ 310,087 $ 537,736 $ (227,649) 57.67% $ 87,220 (261.01)%
2004 271,587 454,815 (183,228) 59.71 77,369 (236.82)
2003 225,111 382,287 (157,176) 58.89 69,470 (226.25)
2002 191,100 312,058 (120,958) 61.24 65,916 (183.50)
2001 165,678 290,504 (124,826) 57.03 60,438 (206.54)
2000 140,034 214,822 (74,788) 65.19 50,302 (148.68)

LOCAL FIRE AND POLICE SYSTEM
2005 $ 2,741 $ 5,777 $ (3,036) 47.45% $ 2,005 (151.42)%
2004 4,747 12,243 (7,496) 38.77 1,744 (429.82)
2003 10,262 15,663 (5,401) 65.52 4,686 (115.26)
2002 10,938 18,324 (7,386) 59.69 7,188 (102.75)
2001 9,814 13,828 (4,014) 70.97 5,601 (71.67)
2000 10,099 15,349 (5,250) 65.80 6,938 (75.67)

TOTAL OF ALL PLANS
2005 $34,519,500 $39,133,450 $(4,613,950) 88.21% $8,603,760 (53.63)%
2004 33,484,657 36,325,704 (2,841,047) 92.18 8,069,481 (35.21)
2003 32,631,465 34,974,601 (2,343,136) 93.30 8,134,418 (28.81)
2002 32,323,263 34,131,284 (1,808,021) 94.70 7,867,794 (22.98)
2001 31,914,778 32,469,942 (555,164) 98.29 7,255,036 (7.65)
2000 30,649,381 30,279,867 369,514 101.22 6,725,870 5.49 

(1) Covered payroll includes the payroll cost of those participants for which the State pays the retirement contribution but
does not pay the participants' payroll cost.  Starting with the year ending June 30, 2002, disclosure, the covered payroll
has been restated to show actual salaries reported for valuation purposes, prior to any adjustments.

(2) Percentage of (Unfunded AAL)/ excess assets over AAL as a percentage of covered payroll.
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STATE OF MARYLAND

Required Supplemental Schedule of Funding Progress for
Maryland Transit Administration Pension Plan

(Expressed in Thousands)

Actuarial Actuarial Actuarial Unfunded Unfunded AAL
Valuation Value of Accrued Actuarial as a

Date Plan Liability Accrued Funded Covered Percentage of
June 30, Assets Entry Age Liability Ratio Payroll Covered Payroll

2005 $101,810 $261,536 $159,726 38.9% $121,415 131.6%
2004 95,219 260,422 165,203 36.6 126,169 130.9
2003 86,642 234,460 147,818 37.0 128,393 115.1
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STATE OF MARYLAND

Notes to Required Supplementary Information
For the Year Ended June 30, 2005

1. Budgeting and Budgetary Control:
The Maryland Constitution requires the Governor to submit to the General Assembly an annual balanced budget for the

following fiscal year.  This budget is prepared and adopted for the General Fund, which includes all transactions of the State,
unless otherwise directed to be included in another fund and the Special Fund, which includes the transportation activities
of the State, fishery and wildlife funds, shared taxes and payments of debt service on general obligation bonds.  In contrast,
the GAAP special revenue fund includes only the operations (other than debt service and pension activities) of the Maryland
Department of Transportation.  The budgetary Federal fund revenue and expenditures are included in the GAAP General
and Special Funds as federal revenues and expenditures by function.  An annual budget is also prepared for the Federal
Fund, which accounts for substantially all grants from the Federal government, and the current unrestricted and restricted
funds of the Universities and Colleges.  In addition to the annual budget, the General Assembly adopts authorizations for
the issuance of general obligation bonds.  The expenditures of the resources obtained thereby are accounted for in the capi-
tal projects fund.  

All State budgetary expenditures for the general, special and federal funds are made pursuant to appropriations in the
annual budget, as amended from time to time, by budget amendments.  The legal level of budgetary control is at the pro-
gram level for the general, special and federal funds.  State governmental departments and independent agencies may, with
the Governor's approval, amend the appropriations by program within the budgetary general fund, provided they do not
exceed their total general fund appropriations as contained within the annual budget.  Increases in the total general fund
appropriations must be approved by the General Assembly.  For the fiscal year ended June 30, 2005, the General Assembly
approved a net increase in General Fund appropriations of $100,439,000.  Appropriations for programs funded in whole or
in part from the special or federal funds may permit expenditures in excess of original special or federal fund appropriations
to the extent that actual revenues exceed original budget estimates and such additional expenditures are approved by the
Governor.  Unexpended appropriations from the general fund may be carried over to succeeding years to the extent of
encumbrances, with all other appropriations lapsing as of the end of the fiscal year.  Unexpended appropriations from spe-
cial and federal funds may be carried over to the extent of (a) available resources, and (b) encumbrances.  The State's account-
ing system is maintained by the Comptroller in compliance with State Law and in accordance with the State's Budgetary
Funds.  It controls expenditures at the program level to ensure legal compliance.  The “Agency Appropriation
Unencumbered Balance Report,” which is available for public inspection at the Office of the Comptroller, provides a more
comprehensive accounting of activity on the basis of budgeting at the legal level of budgetary control.

The original and amended budget adopted by the General Assembly for the general, special and federal funds is pre-
sented in the Schedule of Revenues, Expenditures and Encumbrances, and Changes in Fund Balances - Budget and Actual -
for the year ended June 30, 2005.  The State's budgetary fund structure and the basis of budgeting, which is the modified
accrual basis with certain exceptions, differs from that utilized to present financial statements in conformity with generally
accepted accounting principles.  The budgetary system's principal departures from the modified accrual basis are the classi-
fication of the State's budgetary funds and the timing of recognition of certain revenues and expenditures.  A summary of
the effects of the fund structure differences and exceptions to the modified accrual basis of accounting, as of June 30, 2005, is
provided in the “Reconciliation of the Budgetary General and Special Fund, Fund Balances to the GAAP General and Special
Revenue Fund, Fund Balances” immediately following the budgetary schedule.
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STATE OF MARYLAND

Non-Major Governmental Funds

Debt Service Funds

General Obligation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the
payment of interest and principal on general long-term debt obligations are accounted for in the general 
obligation bonds debt service fund.

Transportation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the 
payment of interest and principal on transportation long-term debt obligations are accounted for in the 
transportation bonds debt service fund.

Capital Projects Fund

Transactions related to resources obtained and used for the acquisition, construction or improvement of 
certain capital facilities, including those provided to political subdivisions and other public organizations are
accounted for in the capital projects fund. Such resources are derived principally from proceeds of general 
obligation bond issues, Federal grants and operating transfers from the State's general fund.  The State enters into
long-term contracts for construction of major capital projects and records the related commitments as encum-
brances.
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STATE OF MARYLAND

Combining Balance Sheet
Non-major Governmental Funds

June 30, 2005
(Expressed in Thousands)

Debt Service Funds Total
General Capital Non-major

Obligation Transportation Projects Governmental
Bonds Bonds Fund Funds

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $106,275 $106,275 
Cash and cash equivalents - restricted  . . . . . . . . . . . . . . . . . . . $1,456 1,456 
Cash with fiscal agent - restricted  . . . . . . . . . . . . . . . . . . . . . . . 4,329 352 4,681 
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,225 7,225 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 247 $ 40 287 
Due from other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300 136,792 137,092 
Loans and notes receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . 9,580 9,580 
Loans and notes receivable - restricted  . . . . . . . . . . . . . . . . . . 7,399 7,399 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $127,656 $2,108 $144,231 $273,995 
Liabilities:

Vouchers payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 34,734 $ 34,734 
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . 13,348 13,348 
Accounts payable to political subdivisions  . . . . . . . . . . . . . . . 12,474 12,474 
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 119 119 
Matured bonds and interest coupons payable  . . . . . . . . . . . . 1,438 $ 352 1,790 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,557 352 60,556 62,465 
Fund balances:

Reserved for:
Encumbrances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 373,598 373,598 
Loans and notes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,106 7,399 16,505 
Debt service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,916 2,916 

Unreserved:
Undesignated (deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114,077 1,756 (297,322) (181,489)

Total fund balances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,099 1,756 83,675 211,530 
Total liabilities and fund balances . . . . . . . . . . . . . . . . . $127,656 $2,108 $144,231 $273,995 
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STATE OF MARYLAND

Combining Statement of Revenues
Expenditures, Other Sources and Uses of

Financial Resources and Changes in Fund Balances
Non-major Governmental Funds
For the Year Ended June 30, 2005

(Expressed in Thousands)

Debt Service Funds Total
General Capital Non-major

Obligation Transportation Projects Governmental
Bonds Bonds Fund Funds

Revenues:
Other taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 520,095 $ 520,095 
Interest and other investment income  . . . . . . . . . . . . . . . . . . . 1,155 $ 179 $ 2,377 3,711 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 573 573 

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 521,823 179 2,377 524,379 
Expenditures:

Education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 136,558 136,558 
Aid to higher education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 217,077 217,077 
Intergovernmental  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 173,031 173,031 
Capital outlays  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 122,342 122,342 
Debt service:

Principal retirement  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 348,180 116,470 464,650 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204,715 54,076 258,791 
Bond issuance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,503 2,503 

Total expenditures  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 552,895 170,546 651,511 1,374,952 
Deficiency of revenues under expenditures  . . . . . . . . (31,072) (170,367) (649,134) (850,573)

Other sources (uses) of financial resources :
Bonds issued  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 784,043 784,043 
Refunding bonds issued  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 855,840 855,840 
Bond premium  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84,751 68,686 153,437 
Payments to refunded bond escrow agent  . . . . . . . . . . . . . . . (940,591) (940,591)
Transfers in  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,138 153,973 11,013 254,124 
Transfers out  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (124,860) (124,860)

Total other sources of financial resources  . . . . . . . . . . . . 89,138 153,973 738,882 981,993 
Net change in fund balances  . . . . . . . . . . . . . . . . . . . . . 58,066 (16,394) 89,748 131,420 

Fund balances, June 30, 2004  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68,033 18,150 (6,073) 80,110 
Fund balances, June 30, 2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 126,099 $ 1,756 $ 83,675 $ 211,530 
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STATE OF MARYLAND

Non-major Enterprise Funds

Transactions related to commercial types of activities operated  by the State are accounted for in the enter-
prise funds.  The non-major enterprise funds consist of the economic development insurance programs of the
Department of Housing and Community Development and State Use Industries, which utilizes inmate labor
from State correctional institutions to manufacture goods, wares and merchandise to be sold to State agencies,
political subdivisions and charitable, civic, educational, fraternal or religious associations or institutions.
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STATE OF MARYLAND

Combining Statement of Net Assets
Non-major Enterprise Funds

June 30, 2005
(Expressed in Thousands)

Economic Total
Development Non-major

Insurance State Use Enterprise
Programs Industries Funds

Assets -
Current assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10 $ 10 
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,974 4,974 
Due from other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $103,064 8,609 111,673 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,475 7,475 
Loans and notes receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129 129 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,381 211 1,592 

Total current assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104,574 21,279 125,853 
Non-current assets:

Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,105 1,105 
Loans and notes receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . 515 515 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Capital assets, net of accumulated depreciation:

Structures and improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . 443 443 
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,544 5,544 
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96 96 

Total non-current assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,620 6,083 7,703 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106,194 27,362 133,556 

Liabilities -
Current  liabilities:

Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . 205 1,332 1,537
Accrued insurance on loan losses  . . . . . . . . . . . . . . . . . . . . . . . . . . 11,251 11,251 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 451 704 1,155 
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,164 1,164 

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,071 2,036 15,107 
Non-current liabilities:

Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,238 267 1,505 
Total non-current liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,238 267 1,505 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,309 2,303 16,612 
Net Assets:

Invested  in capital assets,
net of related debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,083 6,083 

Restricted for insurance programs  . . . . . . . . . . . . . . . . . . . . . . . . . 98,289 98,289 
Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,404) 18,976 12,572 

Total  net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 91,885 $25,059 $116,944 
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STATE OF MARYLAND

Combining Statement of Revenues, Expenses
and Changes in Fund Net Assets

Non-major Enterprise Funds
For the Year Ended June 30, 2005

(Expressed in Thousands)

Economic Total
Development Non-major

Insurance State Use Enterprise
Programs Industries Funds

Operating revenues:
Charges for services and sales  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,620 $39,955 $ 42,575 
Interest on loan income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 559 559 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 13 

Total operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,192 39,955 43,147 
Operating expenses:

Cost of sales and services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,689 31,689 
General and administrative  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,150 5,150 8,300 
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,098 1,098 
Reduction in provision for insurance on loan losses  . . . . . . . . . . . . (3,282) (3,282)

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (132) 37,937 37,805 
Operating income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,324 2,018 5,342 

Nonoperating revenues:
Restricted investment income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,200 2,200 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 3 

Total nonoperating revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,200 3 2,203 
Income before transfers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,524 2,021 7,545 

Transfers out  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,000) (2,000)
Change in net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,524 21 5,545 

Total net assets - beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86,361 25,038 111,399 
Total net assets - ending  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $91,885 $25,059 $116,944 
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STATE OF MARYLAND

Combining Statement of Cash Flows
Non-major Enterprise Funds

For the Year Ended June 30, 2005
(Expressed in Thousands)

Economic Total
Development Non-major

Insurance State Use Enterprise
Programs Industries Funds

Cash flows from operating activities:
Receipts from customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,340 $ 39,209 $ 41,549 
Payments to suppliers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (27,333) (27,333)
Payments to employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,606) (11,255) (13,861)
Other receipts (payments)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,934) 3,487 1,553 

Net cash provided (used) by operating activities . . . . . . . . . . . (2,200) 4,108 1,908 
Cash flows from noncapital financing activities:

Transfers out  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,000) (2,000)
Net cash used by noncapital financing activities  . . . . . . . . . . . (2,000) (2,000)

Cash flows from capital and related financing activities:
Acquisition of capital assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,108) (2,108)

Net cash used in capital and related financing activities  . . . . (2,108) (2,108)
Cash flows from investing activities:

Interest on investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,200 2,200 
Net cash provided by investing activities  . . . . . . . . . . . . . . . . . 2,200 2,200 

Net change in cash and cash equivalents . . . . . . . . . . . . . . . .
Balance - beginning of the year  . . . . . . . . . . . . . . . . . . . . . . . . 10 10 
Balance - end of the year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ -- $ 10 $ 10 

Reconciliation of operating income to net cash provided
(used) by operating activities:
Operating income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,324 $ 2,018 $ 5,342 
Adjustments to reconcile operating income to net cash

provided (used) by operating activities:
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . . . . . . 1,098 1,098 

Effect of changes in assets and liabilities:
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (747) (747)
Due from other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,200) 3,487 287 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,276) (1,276)
Loans and notes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70 70 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,467 12 1,479 
Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . (81) (371) (452)
Accrued insurance on loan losses  . . . . . . . . . . . . . . . . . . . . . . . . . . (3,695) (3,695)
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (300) (270) (570)
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 215 157 372 

Net cash provided (used) by operating activities . . . . . . . . . . . . . . . $(2,200) $ 4,108 $ 1,908 
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STATE OF MARYLAND

Fiduciary Funds

The Pension and Other Employee Benefits Trust Funds include the State Retirement and Pension System of
Maryland, the Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan.  The Trust
Funds reflect the transactions, assets, liabilities and fund equities of the plans administered by the State and the
Maryland Transit Administration and are accounted for using the flow of economic resources measurement
focus.  The Deferred Compensation Plan, which is included with a year end of December 31, accounts for par-
ticipant earnings deferred in accordance with Internal Revenue Code Sections 457, 403(b), 401(a) and 401(k).
Amounts deferred are invested and are not subject to federal income taxes until paid to participants upon ter-
mination or retirement from employment, death or for an unforeseeable emergency.

The agency funds are custodial in nature and do not present the results of operations or have a measurement
focus.  The State uses agency funds to account for the receipt and disbursement of patient and prisoner accounts,
various taxes collected by the State for distribution to the Federal government and political subdivisions and
amounts withheld from employees' payroll.
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STATE OF MARYLAND

Combining Statement of Fiduciary Net Assets
Pension and Other Employee Benefits Trust Funds

June 30, 2005
(Expressed in Thousands)

Retirement Maryland
and Transit Deferred

Pension Administration Compensation
System of Pension Plan
Maryland Plan December 31, 2004 Total

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . $ 933,993 $ 550 $ 4,851 $ 939,394 
Investments:

U.S. Treasury and agency obligations . . . . . . . . . . . 656,739 5,113 661,852 
Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,241,554 18,287 1,259,841 
Corporate equity securities  . . . . . . . . . . . . . . . . . . . 7,850,285 65,786 7,916,071 
Mortgage related securities  . . . . . . . . . . . . . . . . . . . 1,746,849 5,070 1,751,919 
Mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,176,324 1,305,141 18,481,465 
Guaranteed investment contracts  . . . . . . . . . . . . . . 509,833 509,833 
Real estate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 832,188 2,214 834,402 
Annuity contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . 155,671 155,671 
Private equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 161,978 161,978 
Investment held by borrowers under

securities lent with cash collateral . . . . . . . . . . . . 2,423,187 2,423,187 
Total investments  . . . . . . . . . . . . . . . . . . . . . . . . . . 32,089,104 96,470 1,970,645 34,156,219 

Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 383,058 1,392 11,592 396,042 
Collateral for lent securities  . . . . . . . . . . . . . . . . . . . . . 2,485,395 2,485,395 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,891,550 98,412 1,987,088 37,977,050
Liabilities:

Accounts payable and accrued liabilities . . . . . . . . . . 1,332,436 1,392 83 1,333,911 
Collateral obligation for lent securities  . . . . . . . . . . . 2,485,395 2,485,395 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,817,831 1,392 83 3,819,306 
Net assets:

Held in trust for :
Pension benefits  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,073,719 97,020 32,170,739 
Deferred compensation benefits  . . . . . . . . . . . . . . . 1,987,005 1,987,005 

Total net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . $32,073,719 $97,020 $1,987,005 $34,157,744 
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STATE OF MARYLAND

Combining Statement of Changes in Plan Net Assets
Pension and Other Employee Benefits Trust Funds

For the Year Ended June 30, 2005
(Expressed in Thousands)

Retirement Maryland
and Transit Deferred

Pension Administration Compensation
System of Pension Plan
Maryland Plan December 31, 2004 Total

Additions:
Contributions:

Employers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 239,855 $19,695 $ 259,550 
Members  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208,997 $ 142,556 351,553 
Sponsors  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 430,699 430,699 

Total contributions  . . . . . . . . . . . . . . . . . . . . . . . . . 879,551 19,695 142,556 1,041,802 
Investment earnings:

Net appreciation in fair value of investments  . . . . 2,351,524 2,597 132,680 2,486,801 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 263,718 6,247 27,787 297,752 
Dividends  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 221,500 221,500 
Real estate operating net earnings  . . . . . . . . . . . . . 32,453 32,453 
Net change in annuity reserves  . . . . . . . . . . . . . . . . 4,998 4,998 

Total investment income . . . . . . . . . . . . . . . . . . . . 2,869,195 8,844 165,465 3,043,504 
Less investment expense . . . . . . . . . . . . . . . . . . . . 102,806 102,806 

Net investment income  . . . . . . . . . . . . . . . . . . . 2,766,389 8,844 165,465 2,940,698 
Total additions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,645,940 28,539 308,021 3,982,500 

Deductions:
Benefit payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,697,397 17,264 112,953 1,827,614 
Refunds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,162 19,162 
Administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . 22,386 177 5,263 27,826 

Total deductions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,738,945 17,441 118,216 1,874,602 
Change in net assets  . . . . . . . . . . . . . . . . . . . . . 1,906,995 11,098 189,805 2,107,898 

Net assets held in trust for pension and 
other employee benefits:
June 30, 2004  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,166,724 85,922 1,797,200 32,049,846 
June 30, 2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $32,073,719 $97,020 $1,987,005 $34,157,744 
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STATE OF MARYLAND

Combining Statement of Fiduciary Net Assets
Agency Funds
June 30, 2005

(Expressed in Thousands)

Agency Funds
Litigant, 

Local Patient
Local Insurance Transportation and Total 

Income Premium Funds and Prisoner Agency
Taxes Taxes Other Taxes Accounts Funds

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . $ 10 $ 2,776 $57,229 $ 60,015 
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . $ 176,594 176,594
Accounts receivable from state treasury  . . . . . . . . . 1,261,707 61,143 50,095 1,372,945
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,400 2,400

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,438,301 $63,553 $52,871 $57,229 $1,611,954 
Liabilities:

Accounts payable to state treasury  . . . . . . . . . . . . . $ 103,127 $ 103,127 
Accounts payable and accrued liabilities  . . . . . . . . $63,553 $ 2,776 $57,229 123,558 
Accounts payable to political subdivisions  . . . . . . 1,335,174 50,095 1,385,269

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . $1,438,301 $63,553 $52,871 $57,229 $1,611,954 
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STATE OF MARYLAND

Combining Statement of Changes in Assets
and Liabilities - Agency Funds

For the Year Ended June 30, 2005
(Expressed in Thousands)

Balance Balance
June 30, 2004 Additions Deletions June 30, 2005

Litigant, Patient and Prisoner Accounts
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . $ 65,614 $ 148,619 $ 157,004 $ 57,229 
Liabilities:

Accounts payable and accrued liabilities  . . . . . . . . $ 65,614 $ 148,619 $ 157,004 $ 57,229 
Insurance Premium Taxes
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . $ 10 $ 10 
Accounts receivable from state treasury  . . . . . . . . . 52,442 $ 29,649 $ 20,948 61,143 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,400 2,400 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 54,852 $ 29,649 $ 20,948 $ 63,553 
Liabilities:

Accounts payable and accrued liabilities  . . . . . . . . $ 54,852 $ 29,649 $ 20,948 $ 63,553 
Local Income Taxes
Assets:

Taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 154,061 $ 73,386 $ 50,853 $ 176,594 
Accounts receivable from state treasury  . . . . . . . . . 1,236,723 3,603,048 3,578,064 1,261,707 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,390,784 $3,676,434 $3,628,917 $1,438,301 
Liabilities:

Accounts payable to state treasury  . . . . . . . . . . . . . $ 49,525 $ 103,127 $ 49,525 $ 103,127 
Accounts payable to political subdivisions  . . . . . . 1,341,259 3,573,307 3,579,392 1,335,174 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,390,784 $3,676,434 $3,628,917 $1,438,301 
Local Transportation Funds and Other Taxes
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . $ 1,060 $ 24,225 $ 22,509 $ 2,776 
Accounts receivable from state treasury  . . . . . . . . . 17,722 128,994 96,621 50,095 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 18,782 $ 153,219 $ 119,130 $ 52,871 
Liabilities:

Accounts payable and accrued liabilities  . . . . . . . . $ 1,060 $ 24,225 $ 22,509 $ 2,776 
Accounts payable to political subdivisions  . . . . . . 17,722 128,994 96,621 50,095 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 18,782 $ 153,219 $ 119,130 $ 52,871 
Payroll Taxes and Fringe Benefits
Assets:

Accounts receivable from state treasury  . . . . . . . . . $ 1,159 $1,135,491 $1,136,650 $ -   
Liabilities:

Accounts payable and accrued liabilities  . . . . . . . . $ 1,159 $1,135,491 $1,136,650 $ - 

Totals - All Agency Funds
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . $ 66,684 $ 172,844 $ 179,513 $ 60,015 
Taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,061 73,386 50,853 176,594 
Accounts receivable from state treasury  . . . . . . . . . 1,308,046 4,897,182 4,832,283 1,372,945 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,400 2,400 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,531,191 $5,143,412 $5,062,649 $1,611,954 
Liabilities:

Accounts payable to state treasury  . . . . . . . . . . . . . $ 49,525 $ 103,127 $ 49,525 $ 103,127 
Accounts payable and accrued liabilities  . . . . . . . . 122,685 1,337,984 1,337,111 123,558 
Accounts payable to political subdivisions  . . . . . . 1,358,981 3,702,301 3,676,013 1,385,269 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,531,191 $5,143,412 $5,062,649 $1,611,954
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STATE OF MARYLAND

COMPONENT UNIT FINANCIAL STATEMENTS

Non-Major Component Units
Non-major component units are comprised of the following proprietary fund type entities.

Maryland Prepaid College Trust
The Maryland Prepaid College Trust is directed by the Maryland Higher Education Investment Board to provide a

method for Maryland citizens to save money for college tuition.

Maryland Environmental Service
The Maryland Environmental Service was created as a body corporate and politic.  The Service helps private industry

and local governments manage liquid, solid and hazardous wastes.  In accordance with direction from the Governor, the
Service plans and establishes major resource recovery facilities, solid waste management plans and hazardous waste 
management programs.

Maryland Industrial Development Financing Authority
The Maryland Industrial Development Financing Authority was established as a body corporate and politic and a 

public instrumentality of the State to provide financial assistance to enterprises seeking to locate or expand operations in
Maryland.

Maryland Food Center Authority
The Maryland Food Center Authority is a body corporate and politic which was created to establish and operate a 

consolidated wholesale food center within the Greater Baltimore Region and is subject to State regulations. 
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STATE OF MARYLAND

Combining Statement of Net Assets
Non-major Component Units

June 30, 2005
(Expressed in Thousands)

Maryland
Maryland Industrial Maryland Total
Prepaid Maryland Development Food Non-major
College Environmental Financing Center Component

Trust Service Authority Authority Units 

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . $ 3,487 $ 582 $ 3 $ 4,072 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . 346,312 2,446 348,758 
Tuition contracts receivable  . . . . . . . . . . . . 181,570 181,570 
Other accounts receivable  . . . . . . . . . . . . . . 207 13,580 694 14,481 
Due from primary government  . . . . . . . . . 12 $37,164 1,939 39,115 
Investments in direct financing leases  . . . 9,167 9,167 
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . 12,280 12,280 
Restricted assets:

Investments  . . . . . . . . . . . . . . . . . . . . . . . . 24,239 24,239 
Capital assets, net of accumulated depreciation:

Land  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 680 5,103 5,783 
Structures and improvements  . . . . . . . . 4,104 14,209 18,313 
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . 1,398 1,398 
Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . 162 7,842 333 8,337 
Construction in progress . . . . . . . . . . . . . 1,599 692 2,291 

Total assets . . . . . . . . . . . . . . . . . . . . . 531,750 77,917 37,164 22,973 669,804 
Liabilities:

Accounts payable and accrued liabilities  . 165 11,641 320 12,126 
Loans from primary government  . . . . . . . 160 160 
Unearned revenue  . . . . . . . . . . . . . . . . . . . . 96 273 369 
Accrued insurance on loan losses  . . . . . . . 4,744 4,744 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . 45 234 279 
Bonds and notes payable:

Due within one year  . . . . . . . . . . . . . . . . 2,990 2,990 
Due in more than one year  . . . . . . . . . . . 22,442 22,442 

Other noncurrent liabilities:
Due within one year  . . . . . . . . . . . . . . . . 15,877 8,739 24,616 
Due in more than one year  . . . . . . . . . . . 541,889 25,698 140 567,727 

Total liabilities . . . . . . . . . . . . . . . . . . 558,136 71,510 4,840 967 635,453 
Net Assets:

Invested in capital assets,
net of related debt  . . . . . . . . . . . . . . . . . . 162 4,970 20,337 25,469 

Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . (26,548) 1,437 32,324 1,669 8,882 
Total net assets (deficiency)  . . . . . . $ (26,386) $ 6,407 $32,324 $22,006 $ 34,351 
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STATE OF MARYLAND

Combining Statement of Activities
Non-major Component Units

For the Year Ended June 30, 2005
(Expressed in Thousands)

Maryland
Maryland Industrial Maryland
Prepaid Maryland Development Food
College Environmental Financing Center

Trust Service Authority Authority Total

Expenses:
General and administrative  . . . . . . . . . . . . $ 1,639 $ 7,386 $ 1,353 $ 1,483 $ 11,861 
Operation and maintenance of facilities . . 68,984 1,393 70,377 
Reduction in provision

for insurance on loan losses, net  . . . . . . (313) (313)
Tuition benefits  . . . . . . . . . . . . . . . . . . . . . . . 62,417 62,417 
Interest on long-term debt  . . . . . . . . . . . . . 1,478 1,478 
Depreciation and amortization  . . . . . . . . . 97 1,962 634 2,693 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 794 812 

Total expenses  . . . . . . . . . . . . . . . . . . . . . . 64,171 80,604 1,040 3,510 149,325 
Program revenues:

Charges for services and sales  . . . . . . . . . . 88,320 78,750 464 4,490 172,024 
Restricted investment income  . . . . . . . . . . 277 277 

Total charges for services  . . . . . . . . . . . . 88,320 79,027 464 4,490 172,301 
Capital grants and contributions  . . . . . . . . 2 2 

Total program revenues  . . . . . . . . . . . . . 88,320 79,029 464 4,490 172,303 
Net program revenue (expense)  . . . . 24,149 (1,575) (576) 980 22,978 

General revenues:
Unrestricted investment income  . . . . . . . . 24,406 399 857 99 25,761 

Total general revenues . . . . . . . . . . . . . . . 24,406 399 857 99 25,761 
Change in net assets  . . . . . . . . . . . . . . 48,555 (1,176) 281 1,079 48,739 

Net assets - beginning  . . . . . . . . . . . . . . . (74,941) 7,583 32,043 20,927 (14,388)
Net assets - ending . . . . . . . . . . . . . . . . . . $ (26,386) $ 6,407 $32,324 $22,006 $ 34,351 
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STATISTICAL SECTION
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Statistical Section

This part of the State's comprehensive annual financial report presents detailed information as a context for understanding
what the information in the financial statements, note disclosures, and required supplementary information says about the
State's economic condition.

Contents Page 

Financial Trends 111
These schedules contain trend information to help the reader understand how the
State's financial position and well-being have changed over time.

Revenue Capacity 118
These schedules contain information to help the reader assess the State's most
significant own-source revenues.

Debt Capacity 123
These schedules present information to help the reader assess the affordability
of the State's current levels of outstanding debt and the State's ability to issue
additional debt in the future.

Demographic and Economic Information 128
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the State's financial activities take place.

Operating Information 131
These schedules contain service data to help the reader understand how the 
information in the State's financial report relates to the services the State provides
and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived
from the comprehensive annual financial reports for the relevant year.  The State
implemented GASB Statement No. 34 in 2002.  The schedules presenting 
government-wide information include information beginning in that year.
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STATE OF MARYLAND

Net Assets by Component, Primary Government
Last Four Fiscal Years*

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
2005 2004 2003 2002

Governmental activities:
Invested in capital assets, net of related debt. . . . . $12,940,305 $11,937,207 $11,943,249 $11,016,638 
Restricted**  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 773,663 584,558 350,553 458,552 
Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . (1,296,225) (1,516,464) (1,514,647) 18,563 

Total governmental activities net assets  . . . . . . . . . . . $12,417,743 $11,005,301 $10,779,155 $11,493,753 

Business-type activities:
Invested in capital assets, net of related debt. . . . . $1,217,923 $1,331,400 $1,231,338 $1,217,578 
Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,828,027 1,556,170 1,518,996 1,378,025 
Unrestricted  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,450,868 1,197,542 1,208,954 1,610,282 

Total business-type activities net assets  . . . . . . . . . . . $4,496,818 $4,085,112 $3,959,288 $4,205,885 

Primary government:
Invested in capital assets, net of related debt. . . . . $14,158,228 $13,268,607 $13,174,587 $12,234,216 
Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,601,690 2,140,728 1,869,549 1,836,577 
Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . 154,643 (318,922) (305,693) 1,628,845 

Total primary government net assets  . . . . . . . . . . . . . $16,914,561 $15,090,413 $14,738,443 $15,699,638 

*Information for fiscal years prior to fiscal year ended June 30, 2002, is not available.

**Information for fiscal years 2002 & 2003 has been restated in fiscal year 2004 to reflect reclassifications of certain balances.
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STATE OF MARYLAND

Changes in Net Assets
Last Four Fiscal Years*

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
2005 2004 2003 2002

Governmental activities (1):
Expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $21,203,763 $20,382,202 $19,588,410 $18,234,226 
Program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,948,502 7,941,822 7,221,988 6,579,856 

Net (expense)/revenue, 
governmental activities  . . . . . . . . . . . . . . . . . . . (13,255,261) (12,440,380) (12,366,422) (11,654,370)

General revenues and 
other changes, governmental activities  . . . . . . . 14,667,703 12,592,202 11,651,824 11,209,102 
Change in net assets, 

governmental activities  . . . . . . . . . . . . . . . . . . . 1,412,442 151,822 (714,598) (445,268)
Net assets, beginning . . . . . . . . . . . . . . . . . . . . . 11,005,301 10,779,155 11,493,753 3,371,858 
Restatement (2) . . . . . . . . . . . . . . . . . . . . . . . . . . 74,324 8,567,163 

Net assets, ending, governmental activities $ 12,417,743 $ 11,005,301 $ 10,779,155 $ 11,493,753 

Business-type activities (1):
Expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,980,350 $ 2,038,850 $ 2,191,318 $ 1,960,333 
Program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,755,686 2,594,808 2,339,895 2,097,340 

Net (expense)/revenue, business-type activities 775,336 555,958 148,577 137,007 
General revenues and 

other changes, business-type activities . . . . . . . . (396,571) (430,134) (395,174) (99,232)
Change in net assets, business-type activities  . . 378,765 125,824 (246,597) 37,775 

Net assets, beginning . . . . . . . . . . . . . . . . . . . . . 4,085,112 3,959,288 4,205,885 2,995,032 
Restatement (2) . . . . . . . . . . . . . . . . . . . . . . . . . . 32,941 1,173,078 

Net assets, ending,  business-type activities $ 4,496,818 $ 4,085,112 $ 3,959,288 $ 4,205,885 

Primary government:
Expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 23,184,113 $ 22,421,052 $ 21,779,728 $ 20,194,559 
Program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,704,188 10,536,630 9,561,883 8,677,196 

Net (expense)/revenue, primary government  . (12,479,925) (11,884,422) (12,217,845) (11,517,363)
General revenues and 

other changes, primary government . . . . . . . . . . 14,271,132 12,162,068 11,256,650 11,109,870 
Change in net assets, primary government  . . . . 1,791,207 277,646 (961,195) (407,493)

Net assets, beginning . . . . . . . . . . . . . . . . . . . . . 15,090,413 14,738,443 15,699,638 6,366,890 
Restatement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,941 74,324 9,740,241 

Net assets, ending,  primary government  . $ 16,914,561 $ 15,090,413 $ 14,738,443 $ 15,699,638 

*Information for fiscal years prior to fiscal year ended June 30, 2002 is not available.
(1) See the Expenses by Function, Primary Government and Revenues, Primary Government schedules for detail 

information on expenses and revenues.
(2) The beginning fund balances for fiscal year 2002 were restated due to implementation of GASB Statement No. 34 and

for fiscal year 2004 due to implementation of GASB Technical Bulletin No. 2004-1. The beginning fund balance for fiscal
year 2005 was restated for a change in accounting principles regarding the valuation of investments by the State Lottery
Agency. Prior year's balances were not restated.
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STATE OF MARYLAND

Expenses by Function, Primary Government
Last Four Fiscal Years*

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
Functions/Programs 2005 2004 2003 2002

Governmental activities:
General government  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 747,486 $ 598,116 $ 665,133 $ 610,560 
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,202,439 6,090,102 5,592,272 4,908,418 
Education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,180,165 4,871,972 4,229,670 4,124,255 
Aid for higher education**  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,074,048 1,081,099 1,554,955 1,536,851 
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,595,093 1,586,022 1,633,461 1,536,124 
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,498,684 1,398,017 1,338,202 1,194,952 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,912,602 1,839,205 1,694,321 1,630,724 
Judicial  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 476,253 439,576 429,302 408,571 
Labor, licensing and regulation  . . . . . . . . . . . . . . . . . . . . . . . . . 170,344 175,551 182,584 173,625 
Natural resources and recreation  . . . . . . . . . . . . . . . . . . . . . . . 184,599 169,791 168,107 149,372 
Housing and community development  . . . . . . . . . . . . . . . . . . 212,753 202,278 203,946 168,595 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78,238 85,382 95,079 87,432 
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,985 46,427 85,426 64,395 
Business and economic development . . . . . . . . . . . . . . . . . . . . 58,127 58,666 43,387 55,570 
Intergovernmental grants  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,453,408 1,461,133 1,422,007 1,375,043 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 303,539 278,865 250,558 209,739 

Total governmental activities expenses  . . . . . . . . . . . . . . . . 21,203,763 20,382,202 19,588,410 18,234,226 

Business-type activities:
Economic development - insurance programs  . . . . . . . . . . . (132) (4,911) 2,938 5,262 
Economic development - general loan programs  . . . . . . . . . 31,010 53,237 48,633 69,381 
Economic development - water quality loan programs . . . . 10,574 11,348 11,510 11,892 
Economic development - housing loan programs  . . . . . . . . 138,723 135,717 213,404 210,469 
Unemployment insurance program  . . . . . . . . . . . . . . . . . . . . 432,125 581,634 633,904 550,345 
Maryland State Lottery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,005,275 927,941 883,736 867,910 
Maryland Transportation Authority  . . . . . . . . . . . . . . . . . . . . 324,838 300,072 359,015 205,831 
State Use Industries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,937 33,812 38,178 39,243 

Total business-type activities expenses  . . . . . . . . . . . . . 1,980,350 2,038,850 2,191,318 1,960,333 
Total primary government expenses . . . . . . . . . . . . . $23,184,113 $22,421,052 $21,779,728 $20,194,559 

*Information for fiscal years prior to fiscal year ended June 30, 2002 is not available.
**Information for fiscal years 2002 & 2003 has been restated to reflect reclassification of certain expenditures.
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STATE OF MARYLAND

Revenues, Primary Government
Last Four Fiscal Years

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
Source 2005 2004 2003 2002

Governmental activities:
Program revenues:

Charges for services:
General government  . . . . . . . . . . . . . . . . . . . . . . $ 484,933 $ 349,078 $ 325,115 $ 238,480 
Health and mental hygiene . . . . . . . . . . . . . . . . . 320,596 289,988 224,300 191,164 
Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . 580,691 716,422 526,253 615,261 
Judicial  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 384,985 384,215 276,787 291,546 
Other activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . 298,033 277,720 303,190 271,176 

Operating grants and contributions  . . . . . . . . . . . 5,091,053 5,204,906 4,843,927 4,225,374 
Capital grants and contributions  . . . . . . . . . . . . . . 788,211 719,493 722,416 746,855 

Total program revenues . . . . . . . . . . . . . . . . . . 7,948,502 7,941,822 7,221,988 6,579,856 
General revenues:

Taxes:
Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,829,564 5,518,813 5,107,593 4,913,185 
Sales and use taxes  . . . . . . . . . . . . . . . . . . . . . . . . 3,149,736 2,944,534 2,719,547 2,690,099 
Motor vehicle taxes  . . . . . . . . . . . . . . . . . . . . . . . 2,031,862 1,792,769 1,693,736 1,660,994 
Other taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,105,362 1,852,418 1,545,013 1,413,307 

Unrestricted investment earnings  . . . . . . . . . . . . . 130,359 48,134 62,611 109,065 
Special items  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114,200 25,628 
Transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 420,820 435,534 409,124 396,824 
Total general revenues, special items 

and transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,667,703 12,592,202 11,651,824 11,209,102 
Total revenues, transfers and special items -

governmental activities  . . . . . . . . . . . . . . . . . . . . 22,616,205 20,534,024 18,873,812 17,788,958 

Business-type activities:
Program revenues:

Charges for services:
Unemployment insurance program  . . . . . . . . . 590,805 528,238 341,004 254,483 **
Maryland State Lottery  . . . . . . . . . . . . . . . . . . . . 1,485,733 1,395,408 1,322,239 1,306,538 
Maryland Transportation Authority  . . . . . . . . . 359,157 280,098 242,429 189,658 
Other activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . 242,337 203,462 257,859 337,536 **

Operating grants and contributions  . . . . . . . . . . . 26,206 129,991 136,113 234,993 
Capital grants and contributions  . . . . . . . . . . . . . . 51,448 51,448 40,251 53,701 

Total program revenues . . . . . . . . . . . . . . . . . . 2,755,686 2,588,645 2,339,895 2,376,909 
General revenues:

Unrestricted investment earnings  . . . . . . . . . . . . . 24,249 5,400 13,950 18,023 **
Transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (420,820) (435,534) (409,124) (396,824)

Total general revenues and transfers . . . . . . . (396,571) (430,134) (395,174) (378,801)
Total revenues and transfers - 

business-type activities  . . . . . . . . . . . . . . . . . . 2,359,115 2,158,511 1,944,721 1,998,108 
Total primary government revenues, 

special items, and transfers . . . . . . . . . . . . . . . . . . . $24,975,320 $22,692,535 $20,818,533 $19,787,066 

*Information for fiscal years prior to the fiscal year ended June 30, 2002 is not available.
**Information for fiscal year 2002 has been restated to reflect reclassification of certain revenues.
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STATE OF MARYLAND

Personal Income Tax Filers by Subdivision
Tax Year Ended December 31, 2004 
(Dollars Expressed in Thousands)

Total
Number Adjusted Net State Local State and Local Local 

Subdivision of Filers Gross Income Taxable Income Income Tax (1) Income Tax Income Tax Tax Rate 

Allegany  . . . . . . . . . . 22,743 $ 964,738 $ 732,810 $ 32,332 $ 20,845 $ 53,177 2.93%
Anne Arundel  . . . . . . 198,201 13,832,022 10,742,845 487,933 272,564 760,497 2.56%
Baltimore County  . . . 308,791 19,441,423 15,107,949 678,203 421,368 1,099,571 2.83%
Calvert  . . . . . . . . . . . . 31,723 2,211,126 1,673,752 76,439 46,455 122,894 2.80%
Caroline  . . . . . . . . . . . 11,014 490,476 361,196 15,017 9,161 24,178 2.63%
Carroll  . . . . . . . . . . . . 61,928 4,088,600 3,124,875 142,325 94,578 236,903 3.05%
Cecil  . . . . . . . . . . . . . . 33,412 1,831,592 1,391,630 44,330 38,330 82,660 2.80%
Charles  . . . . . . . . . . . . 51,160 3,155,890 2,318,098 104,958 66,345 171,303 2.90%
Dorchester  . . . . . . . . . 11,148 498,737 375,371 16,002 9,429 25,431 2.62%
Frederick  . . . . . . . . . . 85,466 5,674,828 4,351,602 197,619 127,666 325,285 2.96%
Garrett  . . . . . . . . . . . . 9,578 434,406 327,160 14,279 8,406 22,685 2.65%
Harford  . . . . . . . . . . . 89,422 5,647,258 4,328,286 194,518 131,139 325,657 3.06%
Howard  . . . . . . . . . . . 101,409 9,038,093 7,229,934 331,078 230,162 561,240 3.20%
Kent  . . . . . . . . . . . . . . 6,967 391,822 300,900 12,179 7,606 19,785 2.58%
Montgomery  . . . . . . . 361,268 31,160,185 24,901,354 1,102,584 791,115 1,893,699 3.20%
Prince George's  . . . . . 325,123 16,423,364 11,114,876 490,429 345,279 835,708 3.20%
Queen Anne's  . . . . . . 16,269 1,162,449 893,997 39,861 25,249 65,110 2.85%
St. Mary's  . . . . . . . . . . 34,238 2,070,018 1,589,956 72,167 48,670 120,837 3.10%
Somerset  . . . . . . . . . . 6,480 252,783 183,005 7,731 5,454 13,185 3.15%
Talbot  . . . . . . . . . . . . . 13,838 1,019,237 814,648 35,470 18,098 53,568 2.25%
Washington  . . . . . . . . 51,706 2,583,378 1,979,693 88,246 54,348 142,594 2.80%
Wicomico  . . . . . . . . . . 31,516 1,620,551 1,254,486 52,088 37,743 89,831 3.10%
Worcester  . . . . . . . . . . 19,918 1,133,965 891,214 38,436 10,949 49,385 1.25%
Baltimore City . . . . . . 196,359 8,249,650 6,001,651 253,463 171,597 425,060 3.05%

Non-resident  . . . . . 63,982 2,691,812 2,309,689 134,762 134,762 
Total  . . . . . . . . . . 2,143,659 $136,068,403 $104,300,977 $4,662,449 $2,992,556 $7,655,005 

(1) See personal income tax state rates schedule for tax rate information. 

Source: Revenue Administration Division, State Comptroller's Office
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STATE OF MARYLAND

State Personal Income Tax and Sales Tax Rates
Last Ten Calendar Years

Personal Income Tax Rate
1st $1,000 of 2nd $1,000 of 3rd $1,000 of In excess of $3,000
Net Taxable Net Taxable Net Taxable Net Taxable Sales Tax

Year Income Income Income Income Rate

2004 2% 3% 4% 4.75% 5%
2003 2 3 4 4.75 5
2002 2 3 4 4.75 5
2001 2 3 4 4.80 5
2000 2 3 4 4.85 5
1999 2 3 4 4.85 5
1998 2 3 4 4.88 5
1997 2 3 4 5.00 5
1996 2 3 4 5.00 5
1995 2 3 4 5.00 5

Source: Revenue Administration Division, State Comptroller's Office
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STATE OF MARYLAND

Ratio of General Bonded Debt
To Actual Value and General Bonded Debt Per Capita

Last Ten Fiscal Years

(Expressed in Thousands) Ratio of General General 
Estimated Estimated General Bonded Debt to  Bonded Debt

Fiscal Year Population (1) Property Value Bonded Debt (2) Actual Property Value per Capita

2005  . . . . . . . . . . 5,558 $398,065,083 $4,511,826 1.13 % $812
2004  . . . . . . . . . . 5,509 361,689,307 4,102,278 1.13 745
2003  . . . . . . . . . . 5,451 336,657,741 3,932,493 1.17 721
2002  . . . . . . . . . . 5,383 318,778,365 3,544,178 1.11 658
2001  . . . . . . . . . . 5,312 307,476,610 3,450,900 1.12 650
2000  . . . . . . . . . . 5,255 327,817,193 3,348,866 1.02 637
1999  . . . . . . . . . . 5,204 317,639,013 3,500,228 1.10 673
1998  . . . . . . . . . . 5,157 309,303,572 3,270,525 1.06 634
1997  . . . . . . . . . . 5,111 299,899,529 3,025,394 1.01 592
1996  . . . . . . . . .. 5,070 293,505,618 2,859,939 0.97 564

Source: The Fifty-first through Sixtieth Report of the State Department of Assessments and Taxation and the State
Comptroller's Office.

(1)  See Schedule of Demographic Statistics.
(2)  Includes general obligation bonds.  The primary revenue source to pay the debt service for general obligation bonds is

property taxes.
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STATE OF MARYLAND

Ratio of Pledged Assets to
Revenue Bonds, Community Development Administration

Last Ten Fiscal Years

Ratio of
Pledged Revenue Bonds Pledged Assets to

Fiscal Year Assets (1) Payable Revenue Bonds

2005  . . . . . . . . . . . . . . . . . . . . . . . . . . $2,439,264 $1,973,583 1.24
2004  . . . . . . . . . . . . . . . . . . . . . . . . . . 2,643,756 2,211,905 1.20
2003  . . . . . . . . . . . . . . . . . . . . . . . . . . 3,003,939 2,537,388 1.18
2002  . . . . . . . . . . . . . . . . . . . . . . . . . . 3,030,657 2,628,254 1.15
2001  . . . . . . . . . . . . . . . . . . . . . . . . . . 3,004,743 2,640,052 1.14
2000  . . . . . . . . . . . . . . . . . . . . . . . . . . 2,917,980 2,606,943 1.12
1999  . . . . . . . . . . . . . . . . . . . . . . . . . . 2,759,753 2,462,918 1.12
1998  . . . . . . . . . . . . . . . . . . . . . . . . . . 2,711,296 2,385,177 1.14
1997  . . . . . . . . . . . . . . . . . . . . . . . . . . 2,574,572 2,297,720 1.12
1996  . . . . . . . . . . . . . . . . . . . . . . . . . . 2,630,911 2,394,813 1.10

(1) Bonds and notes issued by the Community Development Administration (CDA) are special  obligations of CDA and
are payable soley from the revenues of the  applicable mortgage loan programs.  Assets, principally mortgage loans,
and program revenues are pledged as collateral for the revenue bonds.
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STATE OF MARYLAND

Schedule of Demographic Statistics
Last Ten Years

Total Personal Per Capita
Income (2) Personal School Unemployment

Population (1) (Expressed in Thousands) Income Enrollment (3) Rate (4)

2005 . . . . . . . . . . . . . . . . . 5,558,058 $218,137,769 $39,248 1,053,378 4.2%
2004 . . . . . . . . . . . . . . . . . 5,508,909 205,652,120 37,331 1,056,520 4.3 
2003 . . . . . . . . . . . . . . . . . 5,450,525 197,868,861 36,303 1,056,944 4.7 
2002 . . . . . . . . . . . . . . . . . 5,383,377 190,331,297 35,355 1,049,733 4.6 
2001 . . . . . . . . . . . . . . . . . 5,311,531 181,957,207 34,257 1,040,020 3.8 
2000 . . . . . . . . . . . . . . . . . 5,254,509 167,074,691 31,796 1,017,574 3.3 
1999 . . . . . . . . . . . . . . . . . 5,204,464 157,783,778 30,317 1,009,870 4.0 
1998 . . . . . . . . . . . . . . . . . 5,157,328 147,842,522 28,666 998,085 4.8 
1997 . . . . . . . . . . . . . . . . . 5,111,986 140,035,065 27,393 985,180 5.0 
1996 . . . . . . . . . . . . . . . . . 5,070,333 133,814,282 26,393 977,828 5.1 

Sources:
(1) US Department of Commerce, Bureau of Census--"Annual Population Estimates by State"

Note:  Figures are estimates for the calendar year except that the current year amount is a projected estimate for the
year.

(2) US Department of Commerce, Bureau of Economic Analysis.  All ten years of income data based 
on April 2004 Comprehensive revision of State Personal Income Statistics for 1969-2002.
Preliminary estimates are provided for 2003-2004. Data provided is for the prior ending calendar year.

(3) Figures are for the calendar year.  State Department of Education, grades pre-kindergarten thru grade 12. 
Includes public and nonpublic schools.

(4) Figures are for the fiscal year.  State Department of Labor, Licensing and Regulation.
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STATE OF MARYLAND

Maryland’s Ten Largest Private Employers (1)
Calendar Years 

2005 2004 and 2003

Employer (listed alphabetically)

Source: Department of Labor, Licensing and Regulation; Office of Labor Market 
Analysis and Information @ www.dllr.state.md.us/Topprivate 
employers/Maryland Career and Workforce Information.

(1)  Information for prior years not available.

Giant of Maryland LLC
Helix Health System Inc.
Home Depot USA Inc.
Johns Hopkins Hospital
Johns Hopkins University
Northrop Grumman Corporation
Safeway Inc
Target
United Parcel Service
Wal-Mart

Giant of Maryland LLC
Helix Health System Inc.
Home Depot USA Inc.
Johns Hopkins Hospital
Johns Hopkins University
Northrop Grumman Corporation
Safeway Inc
United Parcel Service
Verizon Maryland Inc.
Wal-Mart
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STATE OF MARYLAND

State Employees by Function/Program
Last Two Fiscal Years*

Year ended June 30
2005 2004 

State Employees:
Governmental activities:

General government  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,493 5,604 
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,633 11,815 
Education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,295 2,180 
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,910 6,852 
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,207 15,356 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,599 6,799 
Judicial  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,496 5,387 
Labor, licensing and regulation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,667 1,691 
Natural resources and recreation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,028 2,076 
Housing and community development  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262 254 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 901 907 
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 500 516 
Business and economic development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 307 303 

Total governmental activities employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,298 59,740 
Business-type activities:

Economic development - insurance programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 201 205 
Maryland State Lottery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 169 177 
Maryland Transportation Authority  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,503 1,562 
State Use Industries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 164 159 

Total business-type activities employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,037 2,103 
Total primary government employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,335 61,843 
Component units:

Higher Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,388 34,397 
Stadium Authority  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93 97 
Other component units  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59 41 

Total component unit employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,540 34,535 

Source:  Central Payroll  Bureau, State Comptroller's Office
*Information for prior years not available.
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STATE OF MARYLAND

Schedule of Miscellaneous, Operating and Capital Asset Statistics by Function
Last Two Fiscal Years*

Date of Ratification  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1788
Form of Government . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Legislative - Executive - Judicial
Land Area  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,844 square miles 
Function/Progam 2005** 2004

Education, Public School Enrollment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 828,961 821,984 
Health and Human Resources:  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Medicaid Enrollment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 526,100 502,860 
Children's Health Program Enrollment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94,410 98,420 
WIC Food Program Recipients  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101,000 106,060 
Mental Hygiene Clients  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94,448  90,849 
Public Assistance Caseload (AFDC/TANF)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,200  70,745 
Child Care Slots Subsidized . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,725  25,434 
Foster Care and Subsidized Adoption Average Caseload  . . . . . . . . . . . . . . . . . . . . 15,690  15,028 

Public Safety:
Correctional Institutions Average Daily Population  . . . . . . . . . . . . . . . . . . . . . . . . . 28,350 27,933 
Parole and Probation, Active Cases under Supervision  . . . . . . . . . . . . . . . . . . . . . . 50,100  50,127 
Youth Residential Programs, Average Daily Population . . . . . . . . . . . . . . . . . . . . . . 1,917  2,039 
Number of Youths on Probation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,500  6,840 

Public Safety (State Police):
Number of Police Stations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26 26 
Number of State Police  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,593 1,596 
Motor Vehicle Citations (calendar year) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 450,000 459,272 
Motor Vehicle Traffic Accidents (calendar year) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,000 108,999 

Transportation:
Miles of State Highways . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,234 5,235 
Lane Miles Maintained  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,743 16,711 
Expenditures per Lane Mile  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,645 8,186 
Number of Bridges***  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,332 1,322 
Motor Vehicle Registrations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.1 million 4.9 million 
BWI Airport Passengers (calendar year)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.8 million 20.5 million 

Agricultrual Land Preservation District Acreage  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 418,000 409,958 
Department of Housing and Community Development:

Active Single Family/Multifamily Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,600 21,334 
Department of Business and Economic Development:

Number of businesses assisted  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,000 1,094 
Number of workers trained  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,000 9,101 

Higher Education (Universities, Colleges 
and Community Colleges):
Number of Campuses in State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 29 
Number of Educators  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,606 8,432 
Number of Students  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 251,984 246,794 
Number of State Scholarships Awarded  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,687 44,851 

Recreation:
Number of State Parks and Forests  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60 61 
State Parks Daily Visitors  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.1 million 9.9 million 
Area of State Parks, Acres  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93,661 97,362 
Area of State Forests, Acres  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 136,093 135,951 

*Information for prior years not available.
** These amounts are estimates.
*** On Maryland's portion of the National Highway System
Sources: State Comptroller's Office, General Accounting Division, Central Payroll Bureau,

Maryland Manual @ www.mdarchives.state.md.us/msa/mdmanual, 
Maryland Budget, Department of Budget and Management, Department of Natural Resources, and the State
Highway Administration of Maryland



133

FINANCIAL SCHEDULES
REQUIRED BY LAW

These schedules are required to be submitted by the Comptroller by Title 2,
Section 102 of the State Finance and Procurement Article of the Annotated

Code of Maryland.
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STATE OF MARYLAND

Schedule of Taxes Receivable from
Collectors of State Property Taxes

June 30, 2005
(Expressed in Thousands)

Taxes Receivable
Political Subdivision Current Year Prior Years Total

Allegany  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 343 $ 51 $ 394 
Anne Arundel  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58 741 799 
Baltimore County . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 315 241 556 
Calvert.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131 117 248 
Caroline  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 10 21 
Carroll  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56 37 93 
Cecil  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12) 374 362 
Charles  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 157 179 
Dorchester  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 176 28 204 
Frederick  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 227 17 244 
Garrett  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 166 37 203 
Harford  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (22) 115 93 
Howard  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (211) 1,235 1,024 
Kent  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20) 114 94 
Montgomery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,744) (2,180) (5,924)
Prince George's  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90 480 570 
Queen Anne's  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 9 18 
St. Mary's . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140 69 209 
Somerset  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95 10 105 
Talbot  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 87 95 
Washington  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 168 (254) (86)
Wicomico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74 71 145 
Worcester  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 257 71 328 
Baltimore City . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,634 2,617 7,251 

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,971 $ 4,254 $ 7,225 
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STATE OF MARYLAND

Schedule of Estimated Revenues - Budgetary Basis
For the Year Ending June 30, 2006

(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted

Fund Fund Fund Fund Fund Total

Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,302,340 $ 158,304 $ 6,460,644 
Retail sales and use tax and licenses  . . . . . . 3,255,921 23,940 3,279,861 
Motor vehicle fuel taxes and licenses.  . . . . . 13,574 777,619 791,193 
Motor vehicle tax and licenses  . . . . . . . . . . . 10,920 1,101,500 1,112,420 
Property taxes  . . . . . . . . . . . . . . . . . . . . . . . . . 693,867 (1) 693,867 
Insurance company taxes, licenses and fees 277,313 277,313 
Franchise and corporation taxes  . . . . . . . . . 206,288 206,288 
State tobacco tax and licenses . . . . . . . . . . . . 265,747 265,747 
Alcoholic beverages taxes and licenses . . . . 28,386 28,386 
Death taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . 160,396 160,396 
Miscellaneous taxes, fees and other revenues 100,643 55,508 (2) 156,151 
Budgeted tobacco settlement recoveries  . . . 122,726 122,726 
Horse racing taxes and licenses  . . . . . . . . . . 240 4,269 4,509 
District courts fines and costs . . . . . . . . . . . . 83,707 83,707 
Interest on investments  . . . . . . . . . . . . . . . . . 42,346 2,000 44,346 
Hospital patient recoveries  . . . . . . . . . . . . . . 83,751 83,751 
Legislative  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300 300 
Judicial review and legal  . . . . . . . . . . . . . . . . 64,918 75,205 $ 4,408 144,531 
Executive and administrative control  . . . . . 6,637 147,207 107,439 261,283 
Financial and revenue administration  . . . . 17,542 18,803 36,345 
Budget and management  . . . . . . . . . . . . . . . 883 15,217 16,100 
State lottery agency  . . . . . . . . . . . . . . . . . . . . 463,848 53,185 517,033 
Retirement and pension . . . . . . . . . . . . . . . . . 21,401 21,401 
General services  . . . . . . . . . . . . . . . . . . . . . . . 100 1,334 787 2,221 
Transportation and highways . . . . . . . . . . . . 727,940 852,003 1,579,943 
Natural resources and recreation  . . . . . . . . . 368 80,853 28,338 109,559 
Agriculture . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67 29,719 9,319 39,105 
Health, hospitals and mental hygiene . . . . . 17,537 151,712 2,778,501 2,947,750 
Human resources  . . . . . . . . . . . . . . . . . . . . . . 1,821 65,735 999,470 1,067,026 
Labor, licensing and regulation  . . . . . . . . . . 14,701 16,578 134,787 166,066 
Public safety and correctional services  . . . . 8,624 138,836 10,974 158,434 
Public education  . . . . . . . . . . . . . . . . . . . . . . . 25,521 34,492 896,416 $2,707,221 $880,272 4,543,922 
Housing and community development  . . . 1,015 54,066 240,115 295,196 
Business and economic development  . . . . . 39,065 593 39,658 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . 302 93,932 69,301 163,535 
Juvenile justice  . . . . . . . . . . . . . . . . . . . . . . . . 250 253 16,897 17,400 
State police . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,918 60,049 448 63,415 

Total estimated revenues . . . . . . . . . . . . $11,458,924 $4,765,315 $6,149,796 $2,707,221 $880,272 $25,961,528 (3)

(1)  Includes $567,598,000 recorded in the Debt Service Fund for accounting purposes.
(2)  Includes $55,508,000 recorded in the Debt Service Fund for accounting purposes.
(3)  Amounts are reported as of July 1, 2005, and do not reflect revisions, if any, subsequent to that date.
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STATE OF MARYLAND

Schedule of General, Special, Federal, Current Unrestricted
and Current Restricted Fund Appropriations - Budgetary Basis

For the Year Ending June 30, 2006
(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted

Fund Fund Fund Fund Fund Total

Payments of revenue to civil divisions of
the State  . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 132,036 $ 132,036 

Public debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 623,106 (1) 623,106 
Legislative  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63,957 63,957 
Judicial review and legal  . . . . . . . . . . . . . . . . 383,621 75,384 $ 4,408 463,413 
Executive and administrative control  . . . . . 142,559 147,207 107,439 397,205 
Financial and revenue administration  . . . . 161,207 71,988 233,195 
Budget and management  . . . . . . . . . . . . . . . 114,451 15,217 129,668 
Retirement and pension . . . . . . . . . . . . . . . . . 21,401 21,401 
General services  . . . . . . . . . . . . . . . . . . . . . . . 49,862 1,334 787 51,983 
Transportation and highways . . . . . . . . . . . . 2,791,303 852,003 3,643,306 
Natural resources and recreation  . . . . . . . . . 64,097 185,601 28,338 278,036 
Agriculture . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,114 57,669 9,319 90,102 
Health, hospitals and mental hygiene . . . . . 3,288,664 265,303 2,778,501 6,332,468 
Human resources  . . . . . . . . . . . . . . . . . . . . . . 557,672 65,735 999,470 1,622,877
Labor, licensing and regulation  . . . . . . . . . . 17,421 19,374 134,787 171,582 
Public safety and correctional services  . . . . 840,728 138,836 10,974 990,538 
Public education  . . . . . . . . . . . . . . . . . . . . . . . 5,501,970 37,492 896,416 $2,707,221 $880,272 10,023,371 
Housing and community development  . . . 30,817 55,066 240,115 325,998 
Business and economic development  . . . . . 59,774 39,065 593 99,432 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . 33,677 93,932 69,301 196,910 
Juvenile justice  . . . . . . . . . . . . . . . . . . . . . . . . 175,451 253 16,897 192,601 
State police . . . . . . . . . . . . . . . . . . . . . . . . . . . . 223,805 60,049 448 284,302 
State reserve fund  . . . . . . . . . . . . . . . . . . . . . . 325,685 325,685 

Total appropriations . . . . . . . . . . . . . . . . $12,190,568 $4,765,315 $6,149,796 $2,707,221 $880,272 $26,693,172 (2)

(1)  Recorded in the Debt Service Fund for accounting purposes.
(2)  Amounts are reported as of July 1, 2005, and do not reflect revisions, if any, subsequent to that date.
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